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Now comes the Mackay Radio and Telegraph Company, 
Inc., and states that it is aggrieved and its interests are 
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2 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

adversely affected by a decision and order of the Federal 
Communications Commission effective April 24, 1937, 
Docket Nos. 3336, 3337 and 3338, denying the application 
of Mackav Radio & Telegraph Company, Inc., for a modi¬ 
fication of fixed public service licenses of point-to-point 
telegraph stations WIV, WIH and WJH at Sayville, New 
York, to add Oslo, Norway, as a primary point of communi¬ 
cation. Mackay Radio & Telegraph Company, Inc., hereby 
gives notice of its appeal from said decision and order to 
the United States Court of Appeals for the District of Co¬ 
lumbia, pursuant to the provisions of Section 402 of 

3 the Communications Act of 1934, and assigns as rea¬ 
sons therefor the matters hereinafter set forth. 

n. 

Preliminary Statement and Proceedings 

The question presented by this appeal is whether the 
Federal Communications Commission erred in denying to 
this appellant, already a licensee of said Commission and 
recognized as a qualified carrier in the trans-oceanic. point- 
to-point telegraph service, the opportunity to establish a 
direct radio telegraph circuit for general public service be¬ 
tween the United States and Norway. The fundamental 
issue is whether there shall be monopoly as against compe¬ 
tition in public service radiotelegraph communication. 

The applications made by appellant to the Federal Com¬ 
munications Commission are merely for modification of 
existing licenses held by appellant. The applications do 
not require the use by appellant of any additional frequen¬ 
cies. No problem of interference with any existing service 
is in any way involved. Appellant seeks merely authoriza¬ 
tion to inaugurate its direct circuit to Norway to compete 
with the only direct radiotelegraph circuit for general pub¬ 
lic service communications now being operated to Norway, 
that operated by R. C. A. Communications, Inc. 

The denial bv the Federal Communications Commission 
of the applications in this proceeding continues and sanc¬ 
tions a monopoly of direct radio telegraph communication 
between the United States and Norway. The denial is con¬ 
trary to the policy of the Congress directed against monop¬ 
olies and restraints of trade and commerce. The denial 
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i 

flouts the specific prohibition set forth bj the Con- 

4 gress in the antitrust laws and repeated ahd empha¬ 
sized in the Communications Act of 1934. The denial 

ignores the construction placed by the Commission’s own 
predecessor, the Federal Radio Commission, j upon the 
Radio Act of 1927, by the re-enactment of which Act, with¬ 
out modification, into the Communications Act of 1934, the 
Congress adopted and confirmed that construction. 

The Congress made clear in 1890 by the Sherpian Anti¬ 
trust Act its condemnation of monopolies and restraints of 
trade in interstate and foreign commerce. By the Clayton 
Act of 1914 it fortified its prohibition, and evinced even 
more clearly that the public policy of the United States was 
to remove all impediment to fair and reasonable competi¬ 
tion. By the Radio Act of 1927 and by the Communications 
Act of 1934 the Congress accentuated that public policy 
and made it expressly applicable to communications by 
radio. By Section 313 of the Communications Act of 1934, 
the antitrust laws were specifically declared td be appli¬ 
cable to everything pertaining to radio, from the manufac¬ 
ture and sale of apparatus to the radio communcjiation ser¬ 
vice itself. By Section 311 of that Act, the Communica¬ 
tions Commission is directed to refuse licenses to any per¬ 
son finally adjudged guilty by a Federal court;of unlaw¬ 
fully monopolizing radio communications. By Section 314 
of that Act, communications companies, whether utilizing 
wire or radio, were prohibited from acquiring or utilizing 
facilities of other communication companies utilizing radio 
or wire, if the effect was substantially to lessep competi¬ 
tion between the United States and foreign j countries. 
These specific statutory provisions, found in Title III of 
the Communications Act of 1934, were, as indicated before, 
reenacted in the Communications Act from the Radio Act 
of 1927. 

5 The Federal Radio Commission recognized the 
policy of the Congress and was guided by the specific 

directions aforesaid of the statute under which the Com¬ 
mission functioned. * On page 30 of the Radib Commis¬ 
sion’s annual report to Congress for the year ended June 
30, 1928, the Commission made the following declaration: 

“The Commission, in making the foregoing decisions, 
adopted the following principle for its own guidance—that 

i 

i 
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competitive service be established where there are compet¬ 
ing applications or an application or applications to com¬ 
pete with already established service, and that in the grant 
of competing license fairness of competition be established; 
except that as to an isolated country, which, in the judg¬ 
ment of the Commission, will not afford sufficient business 
for competing wireless lines, only one grant of license shall 
be made, preferably the first application in priority . 9 9 

Norway, as shown by the evidence and not denied by the 
Commission, is not an isolated country. The record shows 
that the annual revenue of RCAC from its Norway circuit 
is approximately double the average annual revenue of 
that company from its circuits with ten other countries of 
Europe. 

The principle as to the desirability of competition in 
radiotelegraph communications was also set forth in an 
appendix to the same report of the Federal Radio Commis¬ 
sion, in an ‘ 4 Engineering Memorandum of May 18, 1928, 
setting forth general principles to be followed in allocating 
fixed services in the band of 6,000 to 23,000 kilocycles . 9 9 
Among the principles there enunciated was the following: 

“Competition is necessary to insure the advance 
6 of the art and its maximum value to the public. Com¬ 
panies having demonstrated their fitness to serve 
and their ability, should have prior consideration, in so far 
as possible, bearing in mind that competition is necessary. 
The number of competing companies should be limited to 
2 for parallel services. This is necessary in order that the 
United States may use its limited quota of frequencies to 
best advantage in maintaining contact with all nations.’’ 

There has been no amendment of law changing Congres¬ 
sional policy and no intervening change of fact has oc¬ 
curred since the declaration of that policy to justify a de¬ 
parture from the principle established by the Federal Radio 
Commission favoring at least two direct or parallel circuits 
where there are applicants ready, able and willing to give 
service. 

Pursuant to the foregoing principle, appellant has re¬ 
peatedly been licensed as a radiotelegraph carrier qualified 
in all respects as to citizenship and character. Over a pe¬ 
riod of years appellant has invested its capital and ex¬ 
panded its public service facilities and its staff upon the 
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faith of the government’s recognition of the principle as. 
laid down by the Congress and as applied by ithe Federal 
Radio Commission. * ! 

The appellant here, Mackay Radio and Telegraph Com¬ 
pany, Inc., is a Delaware corporation, and constitutes one 
of the units in the coordinated public service jcommunica¬ 
tion system of The Mackay Companies. j 

There are but two companies engaged in rendering gen¬ 
eral public service radio telegraph communication between 
the United States and European countries. 0ne of these 
companies is R. C. A. Communications, Inc., a subsidiary 
of Radio Corporation of America, which operates 
7 direct public service radiotelegraph circuits from the 
United States to the following European countries, 
viz: Norway, England, France, Germany, Italy, Belgium, 
Holland, Poland, Portugal, Russia, Spain, Sweden, Czecho¬ 
slovakia and Switzerland. The other company is appel¬ 
lant, which operates direct public service radio telegraph 
circuits from the United States to Austria, Hungary, 
Czechoslovakia, Denmark and Vatican City in Europe. 

Radio Corporation of America from the tinie of its or¬ 
ganization proceeded by a series of cross licehsing patent 
arrangements and exclusive traffic agreements j to build up 
a monopolistic position in the manufacture and sale of 
radio apparatus and in radiotelegraphic communications. 

The Radio Corporation of America, and its subsidiary 
R. C. A. Communications, Inc. (hereinafter sometimes re¬ 
ferred to as “RCAC”), were for a number Of years the 
only companies engaged in the transmission of public sev- 
vice messages by radiotelegraph from the United States to 
the countries of Europe. The appellant is the only carrier 
which has made any progress toward providihg any real 
radiotelegraph competition against the Radio Corporation 
svstem in this field. ! 

The history of appellant is a record of a struggle against 
the monopolistic position of Radio Corporation of America 
in the field of foreign communication. On the one side was 
the Radio Corporation with its cross-licensing! patent mo¬ 
nopoly and its exclusive contractual monopoly of radiotele¬ 
graph communications with foreign governments, adminis¬ 
trations and corporations, and on the other sid^ was appel¬ 
lant, engaging in ship to shore and domestic radiotelegraph, 
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and attempting to secure a footing in such foreign fields as 
were still left open and free from exclusive arrangements 
of Radio Corporation of America. 

In 1930, the United States through the Department 

8 of Justice entered the picture, instituting an anti¬ 
trust proceeding against the Radio Corporation of 

America, R. C. A. Communications, Inc., and others. As a 
result of this proceeding, and supplemental petitions filed 
in the proceeding by the United States directed at the ex¬ 
clusive traffic agreements of Radio Corporation and R. C. 
A. Communications, Inc., an amended Consent Decree was 
entered on July 2, 1935, in the United States District Court 
for the District of Delaware. This decree provided as fol¬ 
lows : 

“Said defendants, Radio Corporation of America and 
RCA Communications, Inc., and their subsidiaries are 
hereby perpetually enjoined from claiming or asserting 
that any of their foreign traffic or communication agree¬ 
ments, arrangements or understandings with governments, 
companies or others prevents or prohibits the other con¬ 
tracting party thereto (a) from establishing, or permitting 
to be established, with any other person or persons, such 
radio circuit or circuits to or from the United States, its 
territories or possessions (either direct or indirect) as such 
other contracting party may desire, in addition to or other 
than those provided for by the aforesaid agreements, ar¬ 
rangements, or understandings, or (b) from transmitting, 
or permitting to be transmitted, by or over such other or 
additional circuit or circuits messages which may be spe- 
ciallv so routed bv the sender. 

“Said defendants, Radio Corporation of America and 
RCA Communications, Inc., and their subsidiaries are 
hereby perpetually enjoined from hereafter making or en¬ 
tering into any foreign traffic or communications agree¬ 
ment, arrangement or understanding with any government, 
company or person which shall, or which shall be 

9 claimed or construed by said defendants or any of 
their subsidiaries to prevent or prohibit the other 

contracting party thereto (a) from establishing, or from 
permitting others to establish, with any other person or 
persons, such radio circuit or circuits to or from the United 
States, its territories or possessions (either direct or in- 
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direct) as the other contracting party may desire, in addi¬ 
tion to or other than any circuit or circuits provided for 
by such agreement, arrangement or understanding, or (b) 
from transmitting, or permitting to be transmitted, by or 
over such other or additional circuit or circuits messages 
which may be specially so routed by the sendee.” 

With the prohibition of the Congress againstj monopolies 
and restraints of trade, already writ clear and large, fur¬ 
ther confirmed and implemented by the Consent Decree 
aforesaid, appellant came to the Federal Cominunications 
Commission for authorization to establish a circuit to Nor- 

I 

way competitive with that operated by R. C. A. Communi¬ 
cations, Inc. 

Prior to the filing of the applications with the Commis¬ 
sion, appellant had agreed upon a contract with the Nor¬ 
wegian Administration of Telegraphs. This contract is in 
the form of the usual international radiotelegraph traffic 
agreement. It provides for the same rates, the same di¬ 
vision of tolls, and the same outpayments as are provided 
for in the arrangement between R. C. A. Communications, 
Inc., and the Norwegian Administration. The classifica¬ 
tions of service which would be handled over the proposed 
circuit between appellant and the Norwegian Administra¬ 
tion would be the same as those now offered by R. C. 

i " m 

10 A. Communications, Inc., for telegraph communica¬ 
tions between the United States and Norway. 

Appellant, having agreed upon such contract with the 
Norwegian Administration, on June 24, 1935, filed with the 
Federal Communications Commission its applications for 
authorization to communicate with Norway. These appli¬ 
cations are three in number, being for modification of ap¬ 
pellant’s fixed public service licenses of point-tq-point tele¬ 
graph stations, WIV, WIH and WJH, located on Long 
Island, New York, to add Oslo, Norway, as a primary point 
of communication. The frequencies to be used are those 
now assigned to those stations, to wit, 6927.5! kc, with a 
maximum power of 50,000 watts for WIH; 13,015 kc., with 
a maximum power of 50,000 watts, for WJH ;j and 10,490 
kc., with maximum power of 20,000 watts, for station WIV. 
These stations were originally licensed by the Federal 
Radio Commission for certain primary points o|f communi¬ 
cation, and on August 8, 1934, the licenses were modified 
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to cover Copenhagen, Denmark, as a primary point of com¬ 
munication. The use of the three frequencies sought to be 
used by Mackay Radio and Telegraph Company, Inc., be¬ 
ing, as hereinbefore stated, already licensed by the Federal 
Communications Commission, it will be seen that the grant¬ 
ing of the applications would cause no * 4 crowding ” of 
frequencies and would not reduce the number of unassigned 
frequencies now available. The sole change in the status 
as of the time the application was made, by the granting 
of the application, would be that appellant would have 
added a single further point of communication. The pres¬ 
ent sending apparatus installed in appellant’s stations on 
Long Island would be used, and additional receiving appa¬ 
ratus at relatively small cost would be installed on Long 
Island. There is therefore involved in the applications no 
question of added frequencies, of interference with 
11 any established service or of other physical difficul¬ 
ties connected with sending or receiving, or of sub¬ 
stantial additional capital expenditures. 

The Telegraph Division of the Commission ordered a 
hearing to be had upon the applications, and the hearing 
was fixed to begin on January 13,1936. The hearing opened 
on that date and concluded on Januarv 28,1936. The Tele- 
graph Division on June 3, 1936, entered its order denying 
the applications, effective June 3, 1936, and in support of 
such order the Division issued its Statement of Facts and 
Grounds for decision. 

On June 15, 1936, appellant filed with the Commission an 
application for a rehearing before the full Commission to 
reconsider and reverse, change or modify the order of the 
Telegraph Division and to grant the applications. A re¬ 
hearing was granted, the order of the Commission, how¬ 
ever, expressly stating that the rehearing would be limited 
to oral argument. Such oral argument was had before the 
Commission on December 7, 1936, and on April 21, 1937, 
a majority of the full Commission (Commissioners Payne 
and Walker dissenting) entered an order, effective April 
24, 1937, affirming the decision and order of the Telegraph 
Division of June 3, 1936. 
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Reasons for Appeal \ 

• I 

(1) The Commission erred in failing to find that public 
interest, convenience or necessity within the njieaning of 
Sections 307 and 309 of the Communications Act of 1934 
would be served by granting appellant’s applications for 
modification of existing licenses to add Oslo, Norway, as a 

point of communication in order to compete with 
12 the single monopolistic general public service radio 
telegraph circuit between the United States and 
Norway which is operated by R. C. A. Communications, Inc. 

(2) The Commission erred in failing to find that public 

interest, convenience or necessity, within the meaning of 
the policy of the Congress expressly declared by Sections 
311, 313 and 314 of the Communications Act of 1934 and 
directed against and prohibiting monopolies in radio com¬ 
munications, would be served by the granting of the appli¬ 
cations of appellant herein. i 

(3) The Commission erred in failing to follovf or in mis¬ 
interpreting the action taken by its predecessor, the Fed¬ 
eral Radio Commission, under the Radio Act of 1927 (re¬ 
enacted at Title III of the Communications A<£t of 1934) 
in granting licenses to appellant and other carriers to estab¬ 
lish radiotelegraph circuits to foreign countries in compe¬ 
tition with such circuits already in operation, j 

(4) The Commission erred in failing to apply and carry 
out the policy confirmed by the Congress, opposing and 
condemning monopolies and restraints of trad£ in radio¬ 
telegraph communications, in re-enacting the Rhdio Act of 
1927 in identical terms into Title III of the Communications 
Act of 1934, and thereby approving and confirming the ad¬ 
ministrative interpretation and construction placed by the 
Federal Radio Commission upon the Radio Act of 1927 
which were designed to prevent monopolies ip radiotele¬ 
graph communications and support competition therein on 
fair and reasonable terms between duly qualified American 
radiotelegraph carriers. 

(5) The Commission en banc, in affirming the decision 
of the Telegraph Division, erred as a matter of law in fail¬ 
ing to take into account or mention the questio^i of public 
interest involved in the establishment of p competi- 


i 

i 

i 

i 

i 

i 

i 

I 

i 

I 
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13 tive direct general public service radiotelegraph cir¬ 
cuit between the United States and Norway and in 

merely finding that “public, convenience or necessity’’ 
would not be served by the granting of the applications. 
The Commission en banc erred in failing to take into ac¬ 
count or to refer to the most vital provisions of Sections 
307 and 309 of the Communications Act of 1934 setting up 
the criterion of public interest and providing that licenses 
or renewals or modifications of licenses shall be granted if 
the Commission shall determine that either public interest 
or convenience or necessity would be served by the grant¬ 
ing thereof. 

(6) The Commission erred, as a matter of law, in indi¬ 
cating expressly in the Statement of Facts and Grounds for 
Decision of the Telegraph Division that Section 214 of the 
Communications Act of 1934 governed to any extent the 
decision of the Commission in granting or denying the ap¬ 
plications of the appellant. Said Section 214, which relates 
to the construction and extension of physical or tangible 
lines, and which is found in Title II of the Communications 
Act of 1934, a title totallv distinct from Title III of said 
Act, sets up as a criterion for Commission approval of such 
constructions and extensions “public convenience and ne¬ 
cessity”, whereas Title III of said Act, which is an inte¬ 
grated statute relating to radio, sets up as the criteria for 
the granting, modification or renewal of licenses, public 
interest, convenience or necessity. 

(7) The Commission erred as a matter of law in insist¬ 
ing upon contractual provision and standards for the grant¬ 
ing of the application in the case of the appellant which 
are not set forth in any general standards set up by the 
Commission as to granting, modification or renewal of li¬ 
censes and which are not required of carriers competitive 
with appellant. 

(8) The finding of the Commission as set forth in 

14 i the Statement of Facts and Grounds for Decision 

of the Telegraph Division, to the effect that the 
Commission’s duty, as interpreted by the Courts when con¬ 
struing certain sections of the Radio Act of 1927 and the 
Interstate Commerce Act, was to deny the applications of 
appellant herein, is arbitrary and capricious and miscon¬ 
ceives and misapplies the law, for the reasons— 







11 


I 

I 

I 

i 

I 

I 

I 

I 

I 

I 

FEDERAL COMMUNICATIONS COMMISSION, ET AL. 

I 

I 

(a) that the Interstate Commerce Act has no Rearing or 
relation whatsoever to Title III of the Communications Act 

of 1934; and j 

(b) no decision of any Court of competent jurisdiction 

construing or applying the Radio Act of 1927 oi^ the Com¬ 
munications Act of 1934 can be cited to sustain fhe denial 
by the Federal Communications Commission of the appli¬ 
cations herein. j 

(9) The failure of the Commission to make findings of 
fact requested by appellant in its motion for a re-hearing 
and in oral argument on said motion with respect to facts 
which were amply proven, is arbitrary and capricious. The 
Commission failed to find the fact, convincingly proved by 
the evidence, that RCAC enjoys a monopoly of direct gen¬ 
eral public service radiotelegraph communication between 
the United States and all of the principal countries of 
Europe. The Commission in its Statement of pacts and 
Grounds for Decision entirely overlooked the material fact 
shown by the record that the only present or j presently 
foreseeable competition offered to RCAC in general radio¬ 
telegraph communication between the United States and 
Europe is that afforded by the appellant. 

(10) The Commission failed to find the fact:shown by 
evidence in the record, that denial of the applicatiqns herein 

would not only confirm the monopoly enjoyed by 
15 RCAC of direct general public service radiotelegraph 
traffic between the United States and Norway, but 
would also inevitably tend to fortify the monopoly enjoyed 
by RCAC of direct general public, service radiotelegraph 
traffic between the United States and the principal coun¬ 
tries of Europe. 

(11) The Commission in its Statement of Facts and 
Grounds for Decision failed to consider or mention, and 
ignored or manifestly misinterpreted or misapplied the 
antitrust laws of the United States which are expressly de¬ 
clared to be applicable to interstate and foreign radiotele¬ 
graph communication by Sections 311 and 313 ot the Com¬ 
munications Act of 1934. Said provisions of the Communi¬ 
cations Act of 1934 and the Federal antitrust laws required 
that the Commission, on the evidence adduced, sljould have 
granted the applications herein and thereby have given the 
public the benefit of some competition in direct general 
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public service radiotelegraph communication between the 
United States and Norway, and the failure of the Commis¬ 
sion to do so was error of law which should be reviewed and 
reversed by this Court. 

(12) The Commission erred in failing to consider or take 
into account in its Statement of Facts and Ground for De¬ 
cision the Consent Decree entered November 21, 1932, as 
amended July 2,1935, in the case of United States of Amer¬ 
ica vs. Radio Corporation of America, RCAC, et al, and by 
denying authorization to appellant, a duly qualified car¬ 
rier, to establish a direct competitive radiotelegraph cir¬ 
cuit with Norway, confirmed and sanctioned the monopoly 
enjoyed by RCAC, thus frustrating the purpose and in¬ 
tended effect of said Consent Decree. 

(13) The Commission erred in failing to give effect to 
the evidence of a practical monopoly of direct general pub¬ 
lic service radiotelegraph communication between 

16 the United States and the principal countries of 
Europe. By so doing the Commission has attempted 
to accomplish by indirection what the Congress denied it 
the power to accomplish by direction when the Congress 
failed to grant the Commission the authorizations requested 
by it under date of January 21, 1935, and February 5, 1935, 
respectively, for power to approve consolidations of tele¬ 
graph companies, and for power under certain circumstan¬ 
ces to deny applications to establish competing radiotele¬ 
graph circuits with foreign countries. The Commission 
having previously recognized its lack of power in these two 
respects, having asked Congress for the grant of such pow¬ 
ers, and having been refused such grant, now itself exerts 
that power in face of conclusive evidence of monopoly. 

(14) The Commission erred in finding that 4 ‘ there is in¬ 
tense competition for the Norway-United States traffic be¬ 
tween the cable companies and between the cable companies 
and the radio companies’’, This finding ignores the fact 
proven by the evidence that there is only a vestige of com¬ 
petition between the cable companies, the lines of which 
do not reach Norway and the Norwegian traffic of which 
has to be relayed, and RCAC, which enjoys the only direct 
radiotelegraph communication with Norway for general 
public service messages. 
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(15) The Commission erred in finding that the effect of 
granting the applications herein would he “to Eliminate 
the Commercial Cable Company as an important competi¬ 
tor for traffic between the United States and Norway” for 
the evidence demonstrates that the Commercial Cable Com- 

I 

pany has already been eliminated by R.C.A.C. a^ a com¬ 
petitor to any substantial extent in the handling |of traffic 
between the United States and Norway. The failure of the 
Commission to find that the traffic between thq United 
States and Norway handled both by the Commercial 
17 Cable Company and the Western Union Telegraph 
Company had gotten close to the irreducible mini¬ 
mum is arbitrary and capricious. 

(16) The Commission’s finding that “the evidence fails 

to show that the establishment of the proposed circuit will 
result in any improved service to the public” is Arbitrary 
and capricious because the evidence clearly shows that the 
average time for the pick-up and delivery of messages in 
the United States by appellant and its associated companies 
is less than in the case of RCAC. j 

i 

(17) The Commission failed to find the following ma¬ 

terial facts proven by the evidence, and such failure was 
arbitrary and capricious, viz.: j 

(a) That it is impossible for the cable companies, even 
with intense solicitation on their part with its attendant ex¬ 
pense, to obtain any substantial volume of traffic from Nor¬ 
way because of the 50 per cent interest which pie Nor¬ 
wegian Administration has in the proceeds from all traffic 
sent via the circuit of RCAC; that cable traffic from Nor- 
wav is now at an irreducible minimum; that The Commer- 
cial Cable Company has been practically eliminated from 
the handling of all telegraphic communications from Nor¬ 
way ; that today approximately 88 per cent of all telegraph 
traffic from Norway to the United States is handled by the 
RCAC circuit; that without a competitive direct radio tele¬ 
graph circuit with Norway it is impossible for h n y com¬ 
petitor of RCAC to obtain any substantial volum^ of tele¬ 
graph traffic from Norway and to obtain any radiotele¬ 
graph traffic from Norway; that the dwindling cable traffic 
from Norway has had the consequence of making it more 
difficult for American cable companies to secure eastbound 
traffic to Norway and is bringing about the destruction of 


i 
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all communication services between the United States 

18 and Norway competing with RCAC; and that the 
confirmation by the Commission of a monopoly of a 

direct radiotelegraph service with a country where the Gov¬ 
ernment on the other end of the circuit is interested in the 
revenues from that circuit results in giving the company 
enjoying such monopoly an advantage which is destructive 
of the business of competing American companies because 
of the special relation with such Government enjoyed ex¬ 
clusively by such company. 

(b) 'The Commission, in the portion of its decision stat¬ 
ing that there are 16 cables, or 25 cable circuits, available 
to London for handling Norwegian traffic, fails to find the 
fact that no American cable company has any facilities 
from London to Norway .and that the American cable com¬ 
panies, both Western Union and Commercial Cable, must 
turn over in London their traffic for Norway to the Great 
Northern Telegraph Company, a Danish Company, or to 
the British-Norwegian cables, also foreign-owned. 

(c) That the facilities between London and Norway are 
utilized for other than American traffic and that the relay¬ 
ing of cable messages through and beyond London cannot 
be controlled in any manner by the American companies. 

(d) The Commission finds that for the first ten months 
of 1935 any one of the American communications companies 
could have handled all of the daily traffic between the 
United States and Norway in less than four hours, but fails 
to find that the only company which has direct telegraph 
communication with Norway is RCAC and ignores the fact 
that the facilities between the United States and London 
and the time required for transmission of all American- 
Norwegian traffic between the United States and London 
have no bearing on the facilities between London and Nor¬ 
way and the total amount of traffic which passes over 

19 those facilities and which originates in and is des¬ 
tined to not only the United States but also a num¬ 
ber of other countries as well. 

(e) The Commission refers to the fact that there were 
during the first ten months of 1935 only 49 eastbound and 
18 westbound urgent messages daily between the United 
States and Norway. It does not, however, find, as shown 
by the evidence, that there is a large amount of full rate 
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and code (C.D.E.) traffic transmitted daily, in addition to 
a large amount of deferred traffic, and that alji full rate 
and C.D.E. traffic is fast traffic and must be hajidled with 
a minimum of delay. I 

(f) The Commission states that the establishment of the 
circuit will adversely affect the revenues of RCAC but the 
Commission overlooks the serious diversion of! revenues 
which RCAC has been able to obtain at the expense of the 
associated companies of appellant by reason of the mo¬ 
nopoly of direct radiotelegraph communication with Nor¬ 
way enjoyed by RCAC. 

(18) The Commission in finding that the contract of ap¬ 

pellant with the Norwegian Administration provides no 
safeguard from exaction of terms by that Administration 
which would be less favorable to competing American com¬ 
panies or more favorable to the Norwegian Administration, 
failed to find the material fact that the RCAC contract con¬ 
tains the same lack of safeguard, and the Commission failed 
to recognize that it can itself put in such safeguards, either 
as condition of licenses or by regulation, both as to RCAC 
and as to the appellant. j 

(19) The Commission in its Statement of Pacts and 
Grounds for Decision states that the division of tolls is not 


set out in the contract, although it states that the division 
of tolls will be that now effective between RCA0 and the 
Norwegian Administration on their circuits, to wit, 
20 an equal division after the deduction of the out-pay¬ 


ments of the Administration and the Company, re¬ 
spectively. The Commission indicates that it cahnot pass 
upon the question of out-payments if the amount of the 
out-payments is not determined in the contract. The Com¬ 
mission, however, erred in failing to find that the out-pay¬ 
ments for RCAC are not determined in the RCAC contract, 
and the testimony is undisputed that the appellant and the 
Norwegian Administration have agreed that the i out-pay¬ 
ments shall be the same in the case of the appellant’s cir¬ 
cuit as in the case of the RCAC circuit. Moreover, the 
Commission overlooks the fact that it has full power in 
granting the applications herein to grant them only on con¬ 


dition that out-payments shall be the same as are 


made on 


the RCAC circuit. 
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(20) The Commission erred in finding that cables can 
successfully compete with the radio circuit to Norway. In 
order to justify this finding, the Commission relies on fig¬ 
ures for the year 1924 contrasted with figures for the year 
1935. The Commission overlooks the fact that the years 
utilized for this comparison are not representative. The 
cable companies prior to 1920 handled 100 per cent of the 
telegraph business between Norway and the United States. 
According to the very figures used by the Commission, in 
the year 1935 this percentage had been reduced to 28.66 
per cent. The cable companies are handling only approxi¬ 
mately 12 per cent of the business from Norway to the 
United States, while RCAC receives approximately 88 per 
cent of such business. The decline in the business of the 
cable companies between Norway and the United States is 
due entirely to the fact that in the case of the direct radio¬ 
telegraph circuit of RCAC with Norway, the Norwegian 
Administration shares to the extent of 50 per cent in the 
revenues from the RCAC circuit. 

(21) The Commission in stating, as one of the 
21 reasons for denying the applications herein, that the 
granting of the same would result in the elimination 
of The Commercial Cable Company 4 4 as an important com¬ 
petitor for traffic between the United States and Norway,’’ 
overlooked and failed to note that an appearance was en¬ 
tered by The Commercial Cable Company and that The 
Commercial Cable Company itself through witnesses testi¬ 
fying at the hearing and through counsel strongly and ac¬ 
tively supported the applications made by the appellant 
herein as necessary to prevent the loss to RCAC of its re¬ 
maining traffic with Norway. 

(22) The Commission, in concluding that the establish¬ 
ment by appellant of the proposed circuit with Norway 
would not result in any improved service to the public nor 
in any increase of speed of service, overlooked the interest 
and convenience of that portion of the public who are by 
choice customers of the system of the Mackav Companies 
and who are entitled to exercise that choice without being 
discriminated against by reason of denial of opportunity to 
that System to provide facilities equal to those of competi¬ 
tors, and failed to find, as was shown at the hearing, that 
the opening of the appellant’s direct circuit to Norway 
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would lead to a marked increase in the speed df messages 
handled by appellant’s associated companies between the 
United States and Norway by reason of the fact that such 
messages instead of being relayed by cable through London 
or by radio to Norway through Copenhagen would be han¬ 
dled by radio direct between Norway and the United States. 

(23) The finding made by the Commission enjbanc in its 
order issued April 21, 1937, to the effect that ho showing 
had been made of the existence of any new material and 
relevant evidence was arbitrary and capricious in that the 

Commission itself, after receiving appellant’s appli- 
22 cation for rehearing before the Commission en banc, 
in granting a rehearing limited the sam^ expressly 
to oral argument and thereby precluded to appellant the 
opportunity to present new or additional material and rele¬ 
vant evidence; and further, in that, after counsel for ap¬ 
pellant at the rehearing had moved the Commission for a 
rehearing for the purpose of taking additional evidence 
and for a modification of the decision of the Telegraph Di¬ 
vision so as to include additional facts, the Commission en 
banc in its order aforesaid of April 21, 1937,j expressly 
denied said motions. 

(24) The Commission and the Telegraph Division there¬ 

of erred in the conduct of the proceedings had herein in 
that the said Commission and said Telegraph Division ig¬ 
nored and failed to follow the rules of practice and pro¬ 
cedure promulgated by the Commission to govefn the con¬ 
duct of such proceedings. ! 

WHEREFORE appellant prays for judgmdnt of this 
Honorable Court, reversing said decision of tile Federal 
Communications Commission and granting such further 
relief as to the Court may seem just and proper^ 

MACKAY RADIO & TELE¬ 
GRAPH COMPANY, INC. 

By DONALD R. RICHBERG, 
RAYMOND N. BEEBE, 
ADRIEN F. BUSICK, 

Of Counsel: Attorneys for Appellant. 

DAVIES, RICHBERG, BEEBE, BUSICK &! 
RICHARDSON | 

HOWARD L. KERN i 

JOHN H. WHARTON ! 


I 
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23 Proof of Service 

Receipt of a true copy of the document entitled “ Notice 
of Appeal and Statement of Reasons Therefor” to be filed 
in the United States Court of Appeals for the District of 
Columbia in the matter of the appeal of Mackay Radio and 
Telegraph Company, Inc. vs. Federal Communications 
Commission, is acknowledged this 13th day of May, 1937. 

FEDERAL COMMUNICATIONS 
COMMISSION, 

By JOHN B. REYNOLDS 

Secretary 

24 In the United States Court of Appeals 

for the District of Columbia 

No. 6970 

Mackay Radio and Telegraph Company, Inc. 

—vs— 

Federal Communications Commission 

Notice of Intention of R . C. A. Communications , Inc . to 

Intervene 

Comes now R. C. A. Communications, Inc., a corporation 
under the laws of the State of Delaware, by Frank W. 
Wozencraft, its attorney, and pursuant to the provisions 
of Section 402 (d) of the Communications Act of 1934 states 
that it is entitled to participate in the proceedings to be 
had before this Honorable Court upon the above-entitled 
appeal of the Mackay Radio and Telegraph Company, Inc., 
from a decision of the Federal Communications Commis¬ 
sion, and hereby gives notice of its intention to intervene 
therein for the reasons hereinafter set forth. 

R. C. A. COMMUNICATIONS, INC. 

Bv FRANK W. WOZENCRAFT 
Its Attorney 

Care Radio Corporation of 
America 

1 30 Rockefeller Plaza 

■ New York City 


I 
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25 Statement Under Oath of Intervener’s Interest 

i 

District of Columbia, ss : j 

i 

Frank W. Wozencraft, being first duly sworn, says that 
he is the attorney for R. C. A. Communications, Inc., the 
intervener herein, and under oath states as follows: 

(1) That R. C. A. Communications, Inc., is a corporation 
organized under the laws of the State of Delaware, and 
having its principal place of business in that $tate, and 
also doing business in New York City, New Yojrk; Phila¬ 
delphia, Pennsylvania; Washington, D. C.; Chicago, Illi¬ 
nois; San Francisco, California, and other places through- 

* _ j 

out the United States, and being engaged in conducting 
transoceanic radio communication between the United 
States and various foreign countries, including the carry¬ 
ing on of such communication between the United States 
and Oslo, Norway. | 

(2) That by a decision rendered on, to-wit, th^ 24th day 

of April, 1937, the Federal Communications Commission 
denied an application by the appellant, Mackay Radio and 
Telegraph Company, Inc., for a license to carry on trans¬ 
oceanic radio communication between the United States 
and Oslo, Norway, in competition with the service hereto¬ 
fore and now being carried on and maintained by^ the inter¬ 
vener, R. C. A. Communications, Inc.; and the said Mackay 
Radio and Telegraph Company, Inc., has appealed from 
said decision to this Honorable Court and has filed herein 
its 44 Notice of Appeal” and 4 4 Statement of j Reasons” 
therefor. j 

(3) That the said application of the said Mackay Radio 
and Telegraph Company, Inc., to the said Federal Com¬ 
munications Commission was the subject of a long and ex¬ 
tensive hearing before the said Commission, in which hear¬ 
ing R. C. A. Communications, Inc., the interveher herein, 
was cited to and did appear and took an active part in the 
proceedings before said Commission. 

(4) That in said 44 Notice of Appeal” ajid 44 State- 

26 ment of Reasons” therefor said appellant, Mackay 
Radio and Telegraph Company, Inc., prays that said 

decision of the Federal Communications Commission, deny¬ 
ing its application as aforesaid, may be reversed. 

i 

I 

I 

i 
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(5) That the reversal of said decision would seriously 
affect the interests of R. C. A. Communications, Inc., the 
intervener herein, and interrupt and interfere with the 
transoceanic radio communication now carried on and 
maintained by the intervener between the United States 
and Oslo, Norway, and, also, would not be promotive of but 
prejudicial to the interests of the public in said communi¬ 
cation. 

FRANK W. WOZENCRAFT 


Subscribed and sworn to before me, a Notary Public in 
and for the District of Columbia, this 20th day of May, 
1937. 

HENRY L. THOMPSON 

(Seal) Notary Public in and for 

the District of Columbia 

My Commission expires Dec. 28, 1938 


Service of true copies of the foregoing 4 4 Notice of Inten¬ 
tion to Intervene” and 44 Statement Under Oath of Inter¬ 
vener’s Interest” is acknowledged this 21st day of May, 
1937. 

MACKAY RADIO AND TELE- 
I GRAPH COMPANY, INC. 

! By ADRIEN F. BUSICK 

Attorney 


FEDERAL COMMUNICA¬ 
TIONS COMMISSION 
By T. J. SLOWIE 

Secretary . 


27 Endorsed: No. 6970 Mackay Radio and Telegraph 
Company, Inc. -vs- Federal Communications Com¬ 
mission Notice of Intention of R. C. A. Communications, 
Inc., to Intervene and Statement Under Oath of Interven¬ 
er’s Interest United States Court of Appeals for the Dis¬ 
trict of Columbia Filed May 21 1937 Moncure Burke, 
Clerk 
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28 In the United States Court of Appeal$ 

for the District of Columbia 

i 

No. 6970 

i 

Mackay Radio and Telegraph Company, Inc. 

—vs— 

i 

i 

Federal Communications Commission 

i 

Notice of Intention of the Western Union Telegraph Com¬ 
pany to Intervene. 

I 

Comes now the Western Union Telegraph Company, a 
corporation under the laws of the State of New York, by 
Ralph H. Kimball, its attorney, and pursuant jo the pro¬ 
visions of Section 402 (d) of the Communications Act of 
1934 states that it is entitled to participate in tfye proceed¬ 
ings to be had before this Honorable Court upon the above- 
entitled appeal of the Mackay Radio and Telegraph Com¬ 
pany, Inc., from a decision of the Federal Communications 
Commission, and hereby gives notice of its intention to in¬ 
tervene therein for the reasons hereinafter set forth. 

THE WESTERN UNION 
TELEGRAPH COMPANY 

By: RALPH H. KIMBALL 
Its Attorney j 

60 Hudson Street; 

New York, N. Y. 

i 

29 Statement Under Oath of Intervener’s Interest 

| 

State of New York, 

' i 

County of New York , ss: | 

Ralph H. Kimball, being first duly sworn, say$ that he is 
the attorney for The Western Union Telegraph! Company, 
the intervener herein, and under oath states as follows: 

(1) That The Western Union Telegraph Cohapany is a 
corporation organized under the laws of the State of New 
York, and having its principal place of business in that 
State, and also doing business in all the States of the Union, 
and being engaged in conducting transoceanic pable com¬ 
munication between the United States and various foreign 

i 


i 

i 
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countries, including the carrying on of such communication 
between the United States and Oslo, Norway. 

(2) That by a decision rendered on, to-wit, the 24th day 
of April, 1937, the Federal Communications Commission 
denied an application by the appellant, Mackav Eadio and 
Telegraph Company, Inc., for a license to carry on trans¬ 
oceanic radio communication between the United States 
and Oslo, Norway, in competition with the service hereto¬ 
fore and now being carried on and maintained by the inter¬ 
vener, The Western Union Telegraph Company; and the 
said Mackay Eadio and Telegraph Company, Inc., has ap¬ 
pealed from said decision to this Honorable Court and has 
filed herein its “Notice of Appeal” and “Statement of Sea¬ 
sons ” therefor. 

(3) That the said application of the said Mackay Eadio 
and Telegraph Company, Inc., to the said Federal Commu¬ 
nications Commission was the subject of a long and exten¬ 
sive hearing before the said Commission, in which hearing 
The Western Union Telegraph Company, the intervener 
herein, was cited to and did appear and took an active part 
in the proceedings before said Commission. 

(4) That in said “Notice of Appeal” and “State- 
30 ment of Seasons” therefor said appellant, Mackay 
Eadio and Telegraph Company, Inc., prays that said 
decision of the Federal Communications Commission, deny¬ 
ing its application as aforesaid, may be reversed. 

(5) That the reversal of said decision would seriously 
affect the interests of The Western Union Telegraph Com¬ 
pany, the intervener herein, and interrupt and interfere 
with the transoceanic cable communication now carried on 
and maintained bv the intervener between the United States 
and Oslo, Norway, and also, would not be promotive of, but 
prejudicial to the interests of the public in said communi¬ 
cation. 

EALPH H. KIMBALL 

Subscribed and sworn to before me, a Notary Public, in 
and for State of New York, County of New York, this 25th 
day of May, 1937. 

! W. M. BESIEGEL 

(Seal) Notarv Public, Eichmond County 

Cert, filed N. Y. Co. No. 723, Eeg. No. 9B486 
Commission expires March 30, 1939 
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Service of true copies of the foregoing “Noticb of Inten¬ 
tion to Intervene” and “Statement Under Oath of Inter- 
vener’s Interest” is acknowledged this 26th day of May, 
1937 

MACKAY RADIO AND TELE¬ 
GRAPH COMPANY, ESfC. 

DAVIES, RICHBERG, BEEBE, 
BUSICK & RICHARDSON 

By: ADRIAN F. BUSICI? 

FEDERAL COMMUNICATIONS 
COMMISSION 
By: T. J. SLOWIE 

Secretary . 

I 

31 Endorsed: In the United States Court of Appeals 
for the District of Columbia. Mackay ]Radio and 

Telegraph Company, Inc. vs. Federal Comrhunications 
Commission. Notice of Intention of The Westbrn Union 
Telegraph Company to Intervene. R. H. Kimbbll, Assist¬ 
ant General Attorney, 60 Hudson Street, New ^ork City. 
United States Court of Appeals for the District of Colum¬ 
bia. Filed May 27,1937 Moncure Burke, Clerk ! 

i 

32 Mackay Radio Telegraph Co. 

vs 

i 

Federal Communications Commission 

Docket No. 6970 

i 

Volume No. 1 

33 Endorsed: United States Court of Appealo for the 
District of Columbia Filed Jun 11 19371 Moncure 

i 

Burke, Clerk. j 

In the United States Court of Appeals for the ^District of 

Columbia j 

No. 6970. 

m 

Mackay Radio and Telegraph Company, Inc. Appellant 

vs 

Federal Communications Commission Appellee 

Federal Communications Commission’s Statement Listing 

Interested Parties 

In compliance with the provisions of Section 402(c) of 
the Communications Act of 1934, the Federal Cpmmunica- 

i 

I 

i 

i 

i 

i 

i 

i 
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tions Commission lists herewith all persons, firms, or cor¬ 
porations to whom it has mailed or otherwise delivered a 
copy of the notice of appeal filed in the above-mentioned 
cause: 

International Telephone & Telegraph Corp., 

67 Broad Street, 

New York, N. Y. 

Postal Telegraph-Cable Company, 

67 Broad Street, 

New York, N. Y. 

All America Cables, Inc., 

67 Broad Street, 

New York, N. Y. 

Commercial Cable Company, 

67 Broad Street, 

New York, N. Y. 

Commercial Pacific Cable Company, 

67 Broad Street, 

New York, N. Y. 

Cuban All America Cables, Inc., 

67 Broad Street, 

New York, N. Y. 

The Western Union Telegraph Company, 

60 Hudson Street, 

New York, N. Y. 

The French Telegraph Cable Company, 

34 60 Broad Street, 

New York, N. Y. 

RCA Communications, Inc., 

66 Broad Street, 

New York, N. Y. 

American Federation of Labor, 

901 Mass. Ave., N. W., 

Washington, D. C. 

Commercial Telegraphers Union, 

27 Maiden Lane, 

New York, N. Y. 

FEDERAL COMMUNICATIONS COMMISSION 

By T. J. SLOWIE, Secretary. 
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I 

35 In the United States Court of Appeals for! the 

District of Columbia 

No. 6970 , ! 

Mackay Radio and Telegraph Company, Inc., Appellant 

v. j 

I 

Federal Communications Commission, Appellee 

i 

Statement in Writing of the Facts and Grounds fdr the Deci¬ 
sion of the Federal Communications Commission as 
Found and Given by it, Order of the Federal Communi¬ 
cations Commission and the Record Before it in the 
Matter of the Applications of Mackay Radio and Tele¬ 
graph Company, Inc., for Modification of Licenses to 
Add Oslo, Norway as a Point of Communication . 

i 

Now comes the Federal Communications Commission 
pursuant to Section 402(c) of the Communications Act of 
1934 and files this its Statement in Writing of the Facts 
and Grounds for the Decision as Found and Given by it, its 
order and the record before it in the matter of the applica¬ 
tions of Mackay Radio and Telegraph Company, Inc, for 
modification of licenses to add Oslo, Norway, as a point of 
communication. | 

FEDERAL COMMUNICATIONS COMMISSION 

By T. J. SLOWIE j 

Sec. j 

i 

36 In the United States Court of Appeals foir the 

District of Columbia I 

No. 6970 ! 

I 

l 

Magtcav Radio anfi Telegraph Company, Inc.L Appellant 

V. : 

i 

i 

Federal Communications Commission, Appellee 

l 

Index to the Record ! 

i 

I 

1. Three applications of Mackay Radio and Telegraph 
Company, Inc., (File Nos. Tl-MLH-286, Tl-MLH-287 
and Tl-MLH-288) of date June 24, 1935, for modifica¬ 
tion of licenses to add Oslo, Norway, as a point of com¬ 
munication. | 

- i 

i 

i 

i 

i 


i 

i 


i 
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2. Minute of the Federal Communications Commission, 
Telegraph Division, No. 255, of date October 29, 1935, 
designating for hearing the three applications of 
Mackay Radio and Telegraph Company, Inc. 

3. Minute of the Federal Communications Commission, 
Telegraph Division, No. 259, of date November 26,1935, 
designating January 13, 1936, as the date for hearing 
on the three applications of Mackay Radio and Tele¬ 
graph Company, Inc. 

4. Notice of Hearing and parties notified of the hearing 
of the three applications of Mackay Radio and Tele¬ 
graph Company, Inc. 

5. Appearance and affidavit of service of Mackay Radio 
and Telegraph Company, Inc. 

6. Transcript of testimony and evidence adduced at the 
hearing on the three applications of Mackay Radio and 
Telegraph Company, Inc., for modification of licenses 
to add Oslo, Norway, as a point of communication. 
(Volumes 1 to 12, inch) 

7. Exhibits 

(a) Exhibits introduced by Mackay Radio and Tele¬ 
graph Company, Inc., at the hearing. (Nos. 1 to 
39, inch) 

(b) Exhibits introduced by respondent R. C. A. Com¬ 
munications, Inc., at the hearing. (Nos. 1 to 25, 
inch) 

(c) Exhibits introduced by respondent The Western 
Union Telegraph Company, at the hearing. (Nos. 
1 to 3, inch) 

(d) Exhibits introduced by Federal Communications 
Commission at the hearing. (Nos. 1 to 16, inch) 

8. Minute of the Federal Communications Commis- 
37 sion, Telegraph Division, No. 370-B, of date June 
3, 1936, adopting an opinion in re the three appli¬ 
cations of Mackay Radio and Telegraph Company, Inc., 
for modification of licenses to add Oslo, Norway, as a 
point of communication. 
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i 
i 

i 
i 

FEDERAL COMMUNICATIONS COMMISSION, ET AL. 

j 

9. Statement of Facts and Grounds for Decision of the 
Federal Communications Commission, Telegfaph Divi¬ 
sion, in the matter of the three applications Of Mackay 
Radio and Telegraph Company, Inc. 

10. Minute of the Federal Communications Commission, 

General Session, No. 378, of date June 17, 1936, extend- 
ing the effective date of the Order of the Telegraph 
Division until October 1, 1936. j 

11. Application of Mackay Radio and Telegraph Company, 
Inc., for rehearing, dated June 13, 1936. j 

j 

12. Minute of the Federal Communications Commission, 

General Session, No. 391, of date July 21, 1936, grant¬ 
ing permission to respondent R. C. A. Communications, 
Inc., to file opposition to the application of Mackay 
Radio and Telegraph Company, Inc., for rehearing not 
later than September 1, 1936. j 

13. Opposition of R. C. A. Communications, Inc., to appli¬ 
cation of Mackay Radio and Telegraph Company, Inc., 
for rehearing dated September 1, 1936. 

14. Minute of the Federal Communications Commission, 
General Session, No. 400, of date September 23, 1936, 
further extending the effective date of the Order of the 
Telegraph Division until November 16, 1936^ 

i 

15. Minute of the Federal Communications Commission, 

* i ' 

General Session, No. 421, of date November 11, 1936, 
granting Mackay Radio and Telegraph Company, Inc., 
a rehearing limited to oral argument. j 

16. Motions of applicant Mackay Radio and Telegraph 
Company, Inc., made during course of oral argument 
before the Commission en banc on December 7, 1936. 

17. Minute of the Federal Communications Commission, 
General Session, No. 501, of date April 21,1937, affirm¬ 
ing the decision and adopting the opinion of the Tele¬ 
graph Division in the matter of the three applications 
of Mackay Radio and Telegraph Company, Inc. 

I 

| 

18. Order of the Commission, General Session, of date 
April 21, 1937, affirming the decision of the! Telegraph 
Division denying the Motions of applicant made dur- 


i 

i 
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ing the course of the oral argument, adopting the opin¬ 
ion of the Telegraph Division and denying the appli¬ 
cations of Mackay Radio and Telegraph Company, Inc. 

38 3 Mackay Applications 

39 File no.Tl-MLH-286 

Call letters WIV 

1 United States of America 

Federal Communications Commission 

Application for Modification of Radio Station License 

(Other than Broadcasting) 

Nature of service Fixed Public Class of station Point to 
Point Telegraph 

(Space above this line for use of Federal Communication 
Commission) 

Submit in duplicate direct to the Federal Communica¬ 
tions Commission, Washington, D. C. Swear to one copy 
only. 1 (If for portable station submit only one copy. If for 
an Alaskan station, submit in triplicate to Inspector in 
Charge, Seattle, Washington.) 

Before this application is submitted, applicant should 
refer to the Rules and Regulations of the Commission, 
which may be obtained from the Superintendent of Docu¬ 
ments, Government Printing Office, Washington, D. C. 

To the Federal Communications Commission: 

1. Name of applicant (Must comply with footnote*) 
Mackay Radio and Telegraph Company, Inc. 

2. Post office address: No. and street 67 Broad City 
New York State New York 

3. Application is hereby made for modification of license. 
File no. T-l-R-H-3584 Date Nov. 14, 1934 

Call WIV Nature of service Fixed Public 
Class of station Point to Point Telegraph with respect 
to the following particulars: 

(a) Change in frequencies or other particulars of opera¬ 
tion Change in point of communication 

*Name of applicant must be identical with that shown on current license; 
and this application must be executed in exactly the same manner as original 
application. 
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* i 

i 

(b) Change in authorized power without new| construc¬ 
tion . | 

(c) Change in description of equipment now specified in 
license (equipment proposed to be used must have been 
erected pursuant to a construction permit—se0 question 

6 ).. | 

(d) Other particulars (describe):.j. 

4. If changes in authorized frequencies, or in other 
40 particulars of operation specified in table below are 
requested, specify in the table all particulars of oper¬ 
ation exactly as they are desired in modified license. If no 
changes in these items are desired this table n^ed not be 
filled in. i 


( 1 ) 

( 2 ) 

(3) 

(4) 


(5) ( 6 ) 
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X 

u 
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o 

HH 

ss o 5 

H 03 
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X 

communication 

i 

i 

i 

i 

10490 

Unlimited 

20000 

A-l 


32 


| 

I 

(Copenhagen, Denmark, 

10490 

< c 

20000 

A-2 


500 32 


(Madrid, ^pain, and 
(Oslo, Nqrway. 


(1) List frequencies separately, indicate under remarks the frequencies dif¬ 
fering from those now authorized, and state frequencies authorized but no 
longer desired, together with the reasons for the requested change. 

(2) Indicate as unlimited, continuous, day only, etc. 

(3) Maximum carrier power into antenna. 

(4) Ai A 2 A-j or Special. List each type of emission separately for each 
frequency. Describe special emission in space for remarks belo>v. 

(5) Give maximum modulating frequency employed in norinal operation 
opposite type of emission involved. 

(6) Give maximum transmission speed employed in normal operation oppo¬ 
site each type of emission involved. To convert transmission speed of Con¬ 
tinental Morse to bauds multiply the number of words per minute by 0.8. 

I 

Remarks: We herein request the addition of Oslo, Nor¬ 
way as one of the primary points of communication for this 
station. j 

5. If a change in authorized power without ne\y construc¬ 
tion is requested, applicant represents that the maximum 
obtainable carrier power output of transmitter j consistent 
with satisfactory technical operation is.! watts. 

6. If the equipment to be specified in tfie modified 
41 license differs from that specified in the fisting li¬ 
cense, applicant represents that the equipment pro¬ 
posed to be licensed is to be (in addition to) (replacement 
for) the equipment now specified in the existing license and 
was constructed under permits: 

i 

i 

I 

j 

i 
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(a) File no.Date.Call 

letters . 

Identifying data of transmitter (make, type, serial no., 

etc.) . 

File no.Date.Call 

letters . 

Identifying data of transmitter (make, type, serial no., 

etc.) . 

Nature of service.Class of station 


(b) Modifications of construction permit granted by the 
Federal Communications Commission: 

File no.Date.Call 

letters . 

Identifying data of transmitter (make, type, serial no., 
etc.). 

File no.Date.Call 

letters . 

Identifying data of transmitter (make, type, serial no., 
etc.). 

(c) ! Construction of apparatus described in the permit 

was commenced.:. and was completed 

.and is now ready for operation. 

7. If station is used for public service and this applica¬ 

tion is for a change in points of communication, state mini¬ 
mum and other ratesf. 

8. If application is for modification of license as to other 

particulars, applicant represents that the change is desired 
for the following reasons: . 

9. Applicant’s most recent applications for license 
42 and construction permit are to be considered a part 
of this application and the truth of the statements 
therein contained is hereby reaffirmed, except insofar as the 
contrary expressly appears herein and in the following 
particulars: No exceptions. 

10. Applicant waives any claim to the use of any partic¬ 
ular frequency or of the ether as against the regulatory 
power of the United States because of the previous use of 

+The statement of rates required herein does not constitute a filing of sched¬ 
ules required by Section 203 of the Communications Act, nor will the action 
of the Commission on this application constitute a finding as to the reasonable¬ 
ness or lawfulness of said rates. 
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I 

j 

I 

| 

the same, whether by license or otherwise, and requests a 
station license in accordance with this application. 

Dated this 24th day of June, 1935 

MACKAY RADIO AND TELEGRAPH COMPANY, INC. 

Applicant. j 

(Must correspond with item 1) 

By: A. Y. TUEL, ! 

Vice President an&\ General 

Manager \ 

(Official capacity) j 

(Be sure all necessary information is furnished) 

State of New York I 

County of New York, ss: ! 

A. Y. Tuel, being first duly sworn upon his oatji, deposes 
and says that he is the Vice President and Genera} Manager 
of the above-named applicant, (If applicant is not an indi¬ 
vidual, state relation of affiant to applicant) and that the 
facts stated in the foregoing application and all exhibits 

(no.) attached thereto are true df his own 

knowledge, except as to such statements as are therein 
stated on information and belief, and as to such statements 
he believes them to be true. 

I 

A. Y. TUEL 
Affiant. \ 


Subscribed and sworn to before me this 24th day of June, 
1935. ! 


DENNIS G. P. FREEMAN 


(Seal) 


Notary Public. 


(Notary Public’s seal must be affixed where law of juris¬ 
diction requires, otherwise state that law does not require 
seal.) 


My commission expires 


i 

i 

i 

i 


i 
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43 File no. T-l-MLH-287 

Call letters WJH 

United States of America 

Federal Communications Commission 

Application for Modification of Radio Station License 

(Other than Broadcasting) 

Nature of service Fixed Public Class of station Point to 
Point Telegraph 

(Space above this line for use of Federal Communica¬ 
tion Commission) 

Submit in duplicate direct to the Federal Communica¬ 
tions Commission, Washington, D. C. Swear to one copy- 
only. (If for portable station submit only one copy. If for 
an Alaskan station, submit in triplicate to Inspector in 
Charge, Seattle, Washington.) 

Before this application is submitted, applicant should 
refer to the Rules and Regulations of the Commission, 
which may be obtained from the Superintendent of Docu¬ 
ments, Government Printing Office, Washington, D. C. 

To the Federal Communications Commission: 

1. Name of applicant (Must comply with footnote*) 
Mackay Radio and Telegraph Company, Inc. 

2. Post office address: No. and street 67 Broad City 
New York State New York 

3. Application is hereby made for modification of license. 
File no. T-l-R-H-3588 Date Nov. 14, 1934 

Call WJH Nature of service Fixed Public 
Class of station Point to Point Telegraph with respect 
to the following particulars: 

(a) Change in frequencies or other particulars of opera¬ 
tion Change in point of communication 

(b) Change in authorized power without new construc¬ 
tion . 

(c) Change in description of equipment now specified in 
license (equipment proposed to be used must have been 

*Name of applicant must be identical with that shown on current license; 
and this application must be executed in exactly the same manner as original 
application. 
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I 
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erected pursuant to a construction permit—see question 

6) ... | 

(d) Other particulars (describe): .i. 

4. If changes in authorized frequencies, or in other 
44 particulars of operation specified in table below are 
requested, specify in the table all particulars of op¬ 
eration exactly as they are desired in modified license. If 

no changes in these items are desired this table need not be 
filled in. j 

i 

(1) (2) (3) (4) (5) (6) 


t 
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& cc 
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^ ^ . 


Points of 
commjinication 
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13015 Unlimited 50000 A-l ... 40 

13015 “ 50000 A-2 500 40 


(Copenhageh, Denmark 
(and Oslo, Norway 


(1) List frequencies separately, indicate under remarks the frequencies dif¬ 
fering from those now authorized, and state frequencies authorized but no 
longer desired, together with the reasons for the requested change.; 

(2) Indicate as unlimited, continuous, day only, etc. 

(3) Maximum carrier power into antenna. j 

(4) At As As or Special. List each type of emission separately for each 
frequency. Describe special emission in space for remarks below.! 

(5) Give maximum modulating frequency employed in normal operation 
opposite type of emission involved. 

(6) Give maximum transmission speed employed in normal operation oppo¬ 
site each type of emission involved. To convert transmission speed of Con¬ 
tinental Morse to bauds multiply the number of words per minute by 0.8. 


Kemarks: We herein request the addition of Ojslo, Nor¬ 
way as one of the primary points of communication for 
this station. j 

5. If a change in authorized power without new construc¬ 
tion is requested, applicant represents that the maximum 
obtainable carrier power output of transmitter consistent 
with satisfactory technical operation is.j. .watts. 

6. If the equipment to be specified in the modified 
45 license differs from that specified in the existing li¬ 
cense, applicant represents that the equipment pro¬ 
posed to be licensed is to be (in addition to) (replacement 
for) the equipment now specified in the existing license and 
was constructed under permits: j 

(a) File no. Date.j.. Call 

letters. ! 


i 

i 
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Identifying data of transmitter (make, type, serial no., 

etc.) . 

File no. Date. Call 

letters . 

Identifying data of transmitter (make, type, serial no., 

etc.) . 

Nature of service. Class of station 


(b) Modifications of construction permit granted by the 
Federal Communications Commission: 

File no. Date. Call 

letters . 

Identifying data of transmitter (make, type, serial no., 
etc.). 

File no. Date. Call 

letters . 

Identifying data of transmitter (make, type, serial no., 
etc.). 

(c) Construction of apparatus described in the permit 

was commenced . and was completed 

. and is now ready for opera¬ 
tion. 

7. If station is used for public service and this applica¬ 

tion is for a change in points of communication, state mini¬ 
mum and other ratesf. 

8. If application is for modification of license as to other 

particulars, applicant represents that the change is de¬ 
sired for the following reasons:. 

9. Applicant’s most recent applications for li- 
46 cense and construction permit are to be considered a 
part of this application and the truth of the state¬ 
ments therein contained is hereby reaffirmed, except inso¬ 
far as the contrary expressly appears herein and in the 
following particulars: No exceptions. 

10. Applicant waives any claim to the use of any particu¬ 
lar frequency or of the ether as against the regulatory 
poVv r er of the United States because of the previous use of 

fThe statement of rates required herein does not constitute a filing of sched¬ 
ules required by Section 203 of the Communications Act, nor will the action 
of the Commission on this application constitute a finding as to the reasonable¬ 
ness or lawfulness of said rates. 




* 
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I 

the same, whether by license or otherwise, and Requests a 
station license in accordance with this application 
Dated this 24th day of June, 1935 


MACKAY RADIO AND TELEGRAPH COMPANY, INC. 

Applicant . | 

(Must correspond wifh item 1) 

By: A. Y. TUEL, | 

Vice President and General 
Manager. | 

(Official capacity) j 


(Be sure all necessary information is furnished) 

State of New York | 

County of New York ss: j 

A. Y. Tuel, being first duly sworn upon his oath, deposes 
and says that he is the Vice President and General Manager 
of the above-named applicant, (If applicant is not an indi¬ 
vidual, state relation of affiant to applicant) and that the 
facts stated in the foregoing application and all exhibits 

(no.) attached thereto are true of his own 

knowledge, except as to such statements as are therein 
stated on information and belief, and as to such statements 
he believes them to be true. j 

A. Y. TUEL I 


Affiant. 


Subscribed and sworn to before me this 24th day of June, 


1935 

(Seal) 


i 

DENNIS G. P. FREEMAN 
Notary Public. \ 


(Notary Public’s seal must be affixed where law of juris¬ 
diction requires, otherwise state that law does npt require 
seal.) j 

My commission expires.j. 


i 

i 

j 

i 

i 

i 

i 

i 


i 


i 
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47 File no. T-l-MLH-288 

i Call letters WIH 

United States of America 

' Federal Communications Commission 

Application for Modification of Radio Station License 

(Other than Broadcasting) 

Nature of service Fixed Public Class of station Point to 
Point Telegraph 

(Space above this line for use of Federal Communication 
Commission) 

Submit in duplicate direct to the Federal Communica¬ 
tions Commission, Washington, D. C. Swear to one copy 
only. (If for portable station submit only one copy. If for 
an Alaskan station, submit in triplicate to Inspector in 
Charge, Seattle, Washington.) 

Before this application is submitted, applicant should re¬ 
fer to the Rules and Regulations of the Commission, which 
may be obtained from the Superintendent of Documents, 
Government Printing Office, Washington, D. C. 

To the Federal Communications Commission: 

1. Name of applicant (Must comply with footnote*) 
Mackay Radio and Telegraph Company, Inc. 

2. Post office address: No. and street 67 Broad City 
New York State New York 

3. Application is hereby made for modification of license. 
File no. T-l-R-H-3577 Date Nov. 14, 1934 

Call WIH Nature of service Fixed Public 

Class of station Point to Point Telegraph with respect to 
the following particulars: 

(a) Change in frequencies or other particulars of opera¬ 
tion Change in point of communication 

(b) Change in authorized power without new construc¬ 
tion . 

(c) Change in description of equipment now specified in 
license (equipment proposed to be used must have been 

•Name of applicant must be identical with that shown on current license; 
and this application must be executed in exactly the same manner as original 
application. 
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erected pursuant to a construction permit—see 

6 ) . 


question 


in other 


(d) Other particulars (describe): . 

4. If changes in authorized frequencies, or 
48 particulars of operation specified in table Mlow are 
requested, specify in the table all particulars of op¬ 
eration exactly as they are desired in modified license. If 
no changes in these items are desired this table neep not be 
filled in. 


(1) 

(2) 


(3) 

(4) 

(5) 

(6) 


Frequen¬ 
cies (kc) 

Hours 

Maxi- 

mum 

power 

(watts) 

Emis¬ 

sion 

Modulat¬ 
ing fre¬ 
quency 
(cycles) 

Trans¬ 

mission 

speed 

(bauds) 

Poiiits of 
communication 



6927.5 Unlimited 50000 A-l ... 28 (Copenhagen! Denmark 

6927.5 “ 50000 A-2 500 2S (Madrid Spajin, and 

(Oslo, Norway. 


(1) List frequencies separately, indicate under remarks the frequencies dif¬ 
fering from those now authorized, and state frequencies authorised but no 
longer desired, together with the reasons for the requested change. 

(2) Indicate as unlimited, continuous, day only, etc. 

(3) Maximum carrier power into antenna. 

(4) Ai Az A* or Special. List each type of emission separately for each 
frequency. Describe special emission in space for remarks below. 

(5) Give maximum modulating frequency employed in norma| operation 
opposite type of emission involved. 

(6) Give maximum transmission speed employed in normal operation oppo¬ 
site each type of emission involved. To convert transmission speed of Con¬ 
tinental Morse to bauds multiply the number of words per minute jby 0.8. 

Remarks: We herein request the addition of 0$lo, Nor¬ 
way as one of the primary points of communicatioh for this 
station. 

5. If a change in authorized power without new construc¬ 
tion is requested, applicant represents that the niaximum 
obtainable carrier power output of transmitter consistent 
with satisfactory technical operation is.j.. watts. 

6. If the equipment to be specified in the modified 
49 license differs from that specified in the existing li¬ 
cense, applicant represents that the equipment pro¬ 
posed to be licensed is to be (in addition to) (replacement 
for) the equipment now specified in the existing license and 
was constructed under permits: 

(a) File no.Date. j... Call 

letters. ! 


i 


i 


i 
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Identifying data of transmitter (make, type, serial no., 
etc.) . 

File no.Date.Call 

letters . 

Identifying data of transmitter (make, type, serial no., 
etc.) . 

Nature of service.Class of station. 

(b) Modifications of construction permit granted by the 
Federal Communications Commission: 

File no.Date.Call 

letters . 

Identifying data of transmitter (make, type, serial no., 
etc.) . 

File no.Date.Call 

letters . 

Identifying data of transmitter (make, type, serial no., 
etc.) . 

(c) Construction of apparatus described in the permit 

was commenced.and was completed 

.and is now ready for operation. 

7. If station is used for public service and this applica¬ 

tion is for a change in points of communication, state mini¬ 
mum and other ratesf. 

8. If application is for modification of license as to other 

particulars, applicant represents that the change is desired 
for the following reasons:. 

9. Applicant’s most recent applications for license 
50 and construction permit are to be considered a part 
of this application and the truth of the statements 
therein contained is hereby reaffirmed, except insofar as the 
contrary expressly appears herein and in the following par¬ 
ticulars: No exceptions. 

10. Applicant waives any claim to the use of any partic¬ 
ular frequency or of the ether as against the regulatory 
power of the United States because of the previous use of 

+The statement of rates required herein does not constitute a filing of sched¬ 
ules required by Section 203 of the Communications Act, nor will the action 
of the Commission on this application constitute a finding as to the reasonable¬ 
ness or lawfulness of said rates. 


i 
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I 

j 

i 

the same, whether by license or otherwise, and requests a 
station license in accordance with this application 
Dated this 24th day of June, 1935 j 

i 

MACKAY RADIO AND TELEGRAPH COMPANY, INC. 

Applicant. 

(Must correspond with item 1) 


By: A. Y. TUEL, 

Vice President and 
Manager . 

(Official capacity) 


General 


(Be sure all necessary information is furnished) 

i 

i 

i 

State of New York j 

County of Neiv York , ss: j 


A. Y. Tuel, being first duly sworn upon his oatfy deposes 
and says that he is the Vice President and General Mana¬ 
ger of the above-named applicant, (If applicant is not an in¬ 
dividual, state relation of affiant to applicant) and that the 
facts stated in the foregoing application and all exhibits 

(no.) attached thereto are true o!f his own 

knowledge, except as to such statements as arfe therein 
stated on information and belief, and as to such statements 
he believes them to be true. j 

I 

A. Y. TUEL 
Affiant. \ 


Subscribed and sworn to before me this 24th da^ of June, 


1935 

(Seal) 


DENNIS G. P. FREEMAN 


Notary Public. 


i 

i 

i 


(Notary Public’s seal must be affixed where law of juris¬ 
diction requires, otherwise state that law does nqt require 
seal.) 

* ! 

My commission expires.. 


i 

i 


i 

i 


i 

i 


i 

I 

i 
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51 Minute Oct. 29 

52 i Minutes of the 

Federal Communications Commission 
(Telegraph Division) 

Minute #255 
October 29, 1935 
2:30 p. m. 

Present: Commissioners Stewart, Chairman and Payne. 

The Commission (Telegraph Division) designated the 
following applications for hearing, to be heard before the 
Commission: 


File No. Applicant 

T-l-MLH-286 Mackay Radio & 

Telegraph Co. Inc. 
Sayville, N. Y. 


T-l-MLH-287 Same as above. 
T-1-MLH-28S Same as above. 


Call 

Letters Nature of Application 

WIV Modification of license. To 
authorize communication with 
Oslo, Norway, in addition to 
present points of communica¬ 
tion. 

WJH Same as above. 

WIH Same as above. 


JOHN B. REYNOLDS 

Acting Secretary. 

53 Minute Nov. 26 


54 Minutes of the 

Federal Communications Commission 
(Telegraph Division) 

Minute #269 
November 26, 1935 
2:30 p. m. 

Present: Commissioners Stewart, Chairman and Payne. 

The Telegraph Division designated January 13, 1936 as 
the date for the hearing on the applications of Mackay 
Radio and Telegraph Company to add Oslo, Norway, as a 
point of communication and directed that the parties be no¬ 
tified accordingly. (File No. Tl-MLH-286, Docket No. 
3336) (File Tl-MLH-287, Docket No. 3338) (File No. Tl- 
MLH-288, Docket No. 3337). 

JOHN B. REYNOLDS, 

Acting Secretary. 





I 


I 
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I 

! 

55 Notice of Hearing 

I 

i 

56 Federal Communications Commission 15188 

Washington, D. C. 

I 

Notice I 

I 

i 

i 

In re Applications of Mackay Radio and Telegraph Com¬ 
pany, Inc. | 

Dated 6-24-35 | 

For Modification of Licenses (To add Oslo, Norway, to 
points of communication) 

Class of service Fixed Public 

Class of station Point to Point Telegraph 

Location Sayville, New York. 


(WIV) File No. T-l-MLH-286 

Docket No. 3336. 

Operating Assignment Specified 
Frequency 10490 kc 
Power 20 kw Emission Al, A2 
Hours of Operation Unlimited time. 


(WIH) File No. T-l-MLH-288 
Docket No. 3337. 


i 

i 


i 


i 


i 

i 

i 


i 

i 

i 

i 


i 

i 

i 

! 

i 

i 

i 

i 


| 


Operating Assignment Specified 
Frequency 6927.5 kc 
Power 50 kw Emission Al, A2 
Hours of Operation Unlimited time. 


(WJH) File No. T-l-MLH-287 

Docket No. 3338 

Operating Assignment Specified 
Frequency 13015 
Power 50 kw Emission Al, A2 
Hours of Operation Unlimited time. 


i 

i 

i 


i 

i 

i 

i 


i 


i 

i 

i 
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To . 


You are hereby notified that the Commission has exam¬ 
ined the above described applications and has designated 
the matter for hearing for the following reasons: 

1. To determine the nature and character of service pro¬ 
posed to be rendered by the applicant, including the classes 
of messages, the proposed charge to be made for each class 
of message and the division of such charges. 

2. To determine the amount of traffic which the applicant 
expects to handle over the circuit proposed. 

3. To determine the need for the circuit proposed. 

4. T6 determine the nature, content and character of all 
contracts, agreements or understandings which now exist 
or are contemplated with respect to the establishment or 
use of the proposed circuit and with respect to the present 
or the proposed handling of traffic to, from or via Norway 
between: 

(a) Applicant and any of its affiliated companies and in 
particular, the Commercial Cable Company. 

(b) International Telephone and Telegraph Corporation 
and any of its subsidiary companies, including applicant 
and Commercial Cable Company. 

(c) International Telephone and Telegraph Corporation 
or any of its subsidiary companies, including applicant, and 
any other carrier or governmental agency, foreign or do¬ 
mestic. 

5. To determine whether the interest or service of any 
other carrier subject to the Communications Act of 1934 
may be adversely affected, and, if so, the probable extent 
thereof. 

6. To determine whether the granting of the application, 
in whole or in part, would serve public interest, convenience 

and necessity. 

57 The attention of the applicant is directed to the 
fact that while his application constitutes a part of 
the record, it is not a part of the testimony and he should be 
prepared, at the hearing, to introduce testimony to prove 
the allegations contained in his application. 

The specific grounds mentioned are not to be considered 
as exclusive of other grounds for the action and eventual de¬ 
cision of the Commission. 
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Attention is invited to Paragraph 48, subparagraphs b, 
c, and e, of the Rules and Regulations of the Federal Com¬ 
munications Commission, which are as follows: 

b. In order to avail himself of the opportunity to be 
heard, the applicant shall, within 20 days of the mailing of 
the notice by the Secretary, file with the Cjommission a 
written appearance consisting of a statement of his desire 
to be heard together with a terse yet complete statement 
in writing of the facts which he expects to prove at such 
hearing, which statement shall not be taken as evidence of 
the facts therein stated. "When filed with the i Commission, 
such documents shall be accompanied by an affidavit show¬ 
ing that copies thereof have been served upon; or mailed to 
all other parties notified of the hearing. 

c. In case no appearance or statement in writing of the 

facts to be proved upon such hearing is filed by the appli¬ 
cant within the time so specified (or any extension thereof 
as the Commission may grant upon proper showing), the 
applicant will be defaulted and the application denied with¬ 
out a hearing and the Secretary shall so notify the other 
parties to the hearing. I 

e. If at the date set for hearing, either originally or as 
a result of continuances, the applicant does not appear and 
offer evidence in support of his said application, a default 
will be entered and the Commission will deny the applica¬ 
tion. 

Attention is also called to the following: Ruffis and Reg¬ 
ulations of the Federal Communications Commission, Para¬ 
graphs 51, 52, 53, 54, 55, 60, 61, 63, 64, and such other said 
rules as may be applicable. 

A copy of the Rules and Regulations of the Federal Com¬ 
munications Commission may be obtained from the Super¬ 
intendent of Documents, Government Printing Office, Wash¬ 
ington, D. C., for a charge of forty-five cents a cppy. 

The hearing on the above mentioned applications 
58 will be held on January 13,1936 at the hojir of 10:00 
A.M., at the offices of the Commission, Washington, 

D. C. j 

Notices of the hearing on this matter are, oju the date 
below stated, being mailed to the following parties: 

j 

i 

i 

i 


i 

i 
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Mackay Radio & Telegraph Co., WIV, WIH, 


WJH 

67 Broad St., 

New York, N.Y. 

Applicant 

International Telephone & Telegraph Corp., 
67 Broad St., 

New York, N. Y. 

Respondent 

Postal Telegraph-Cable Co., 

67 Broad St., 

New York, N. Y. 

Respondent 

Commercial Cable Co., 

67 Broad St., 

New York, N. Y. 

Respondent 

All America Cables, Inc., 

67 Broad St., 

New York, N. Y. 

Respondent 

Commercial Pacific Cable Co., 

67 Broad St., 

New York, N. Y. 

Respondent 

Cuban All America Cables, Inc., 

67 Broad St., 

New York, N. Y. 

Respondent 

The Western Union Telegraph Co., 

60 Hudson St., 

New York, N. Y. 

Respondent 

The French Telegraph-Cable Co., 

60 Broad St., 

New York, N. Y. 

Respondent 

RCA Communications, Inc., 

66 Broad St., 

New York, N. Y. 

Respondent 


If for any reason the applicant does not desire a hearing, 
he should notify the Secretary immediately so that notices 
sent to other parties may be cancelled. 

Dated at Washington, D. C. December 10, 1935 

FEDERAL COMMUNICATIONS COMMISSION, 
I HERBERT L. PETTEY, 

1 Secretary. 


MBA/jrl 
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! 
i 

I 
j 

Mackay’s Appearance 

i 

Before The 

i 

Federal Communications Commission 

Washington, D. C. j 

(WIV) File No. T-l-MLH-286 j 

Docket No. 3336 j 

(WIH) File No. T-l-MLH-288 
Docket No. 3337 

i 
i 

(WJH) File No. T-l-MLH-287 
Docket No. 3338 

I 

i 

In re applications of Mackay Radio and Telegraph Com¬ 
pany, Inc. for modification of point-to-point telegraph 
licenses to add Oslo, Norway, to points of communica¬ 
tion—fixed public service—location, Sayville, New 
York. 

i 

Appearance of Mackay Radio and Telegraph Company , Inc. 

i 

• I 

Now comes Mackay Radio and Telegraph Company, Inc., 
a Delaware corporation, the applicant in the abo\[e-entitled 
proceedings, and states that it desires to be heard at the 
hearing in such proceedings, to be held on January 13, 1936 
at the hour of 10:00 A.M. at the office of the Federal Com¬ 
munications Commission, Washington, D. C., as designated 
in the Notice dated December 10, 1935 issued by said Com¬ 
mission in such proceedings, and at any and allj adjourn¬ 
ments of said hearing. | 

The facts .which applicant expects to prove at th[e hearing 
in the above-entitled proceedings are as follows: 

That applicant has entered into an agreementj with the 
Norwegian Administration of Telegraphs for the establish¬ 
ment and operation of a high-speed radio circuit for the 
transmission and reception of public service radiotelegraph 
communications between Norway and the United States of 
America; that public interest, convenience and necessity 
will be served by the establishment of such proposed 
61 circuit; that no injury to the rights and np impair¬ 
ment of the efficiency of the service of any other car- 


59 

60 
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rier subject to the Communications Act of 1934 will be ef¬ 
fected by the establishment and operation of such proposed 
circuit; 

That applicant is an associated company of The Commer¬ 
cial Cable Company and of Postal Telegraph-Cable Com¬ 
pany that said The Commercial Cable Company, said Pos¬ 
tal Telegraph-Cable Company and applicant are integral 
units of one coordinated communications system; that the 
only direct circuit for public service radiotelegraph com¬ 
munications now being operated between Norway and the 
United States is operated at the American end by R. C. A. 
Communications, Inc., and that by virtue thereof said R. C. 
A. Communications, Inc. enjoys a monopoly of direct radio¬ 
telegraph traffic between Norway and the United States; 
that the communications system of which as aforesaid The 
Commercial Cable Company, Postal Telegraph-Cable Com¬ 
pany and applicant are integral units is in competition not 
only with the radio system of R. C. A. Communications, 
Inc. and with the system of The Western Union Telegraph 
Company, but also is in widespread competition with the 
combination of the communications facilities of these two 
systems which exists pursuant to contractual arrangements 
between said R. C. A. Communications, Inc. and said The 
Western Union Telegraph Company; that the monopoly 
enjoyed as aforesaid by R. C. A. Communications, Inc. with 
respect to the direct radiotelegraph traffic between Norway 
and the United States is strengthened and fortified by the 
combination aforesaid that denial of the application herein 
to establish the proposed direct radiotelegraph circuit with 
Norway will have the effect of so limiting and destroying 
the ability of applicant and its associated companies to ob¬ 
tain traffic to and from Norway as to bring about progres¬ 
sively, in addition to said monopoly of radiotelegraph com¬ 
munications between the United States and Norway now 
enjoyed by R. C. A. Communications, Inc., a substan- 
62 tial monopoly as to all forms of telegraph communi¬ 
cations between the United States and Norway; 

That the monopoly of radiotelegraph communications be¬ 
tween the United States and Norway which R. C. A. Com¬ 
munications, Inc. now has, and for many years past has had, 
is one of many monopolistic positions enjoyed by R. C. A. 



i 

I 

I 

I 

i 

i 
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Communications, Inc. with respect to radiotelegraph cir¬ 
cuits between the United States and a number of foreign 
countries; that said monopolistic position was obtained and 
maintained through and by means of a series of cross-li¬ 
censing patent arrangements and traffic agreements; that 
by reason of said monopolistic position of R. C. A. Com¬ 
munications, Inc. and the means employed by it to perpet¬ 
uate and maintain said monopoly, applicant for h long time 
was hindered and delayed, and for many years was pre¬ 
vented, in its efforts to establish radiotelegraph communi¬ 
cation with a large number of foreign countries; that the 
effect of such hindrance, delay and prevention of the estab¬ 
lishment by applicant of radiotelegraph circuits to some of 
the principal foreign countries resulted in hindrance, delay 
and prevention of the establishment by applicant of such 
circuits to other such countries; and that it whs not until 
June, 1935 that applicant was able to enter intb the agree¬ 
ment hereinbefore referred to for establishing the proposed 
radiotelegraph circuit between the United States and Nor¬ 
way ; 

That on or about July 5, 1935, R. C. A. Communications, 
Inc. and Radio Corporation of America jointly notified the 
Norwegian Government that they would not thereafter as¬ 
sert or contend that any provisions of any of iheir traffic 
contracts, arrangements or understandings prevented the 
Norwegian Government from establishing a Competitive 
radiotelegraph circuit between Norway and the United 
States for traffic specially routed thereby by the sender; 
that said notice was sent under and pursuant Ijo a certain 
Consent Decree entered November 21], 1932, as 
63 amended by a further Decree entered July 2, 1935, in 
an action in the United States District Court for the 
District of Delaware, entitled “United States pf America 
versus Radio Corporation of America, R. C, A. Communica- 
tions y Inc.y et al.”; \ 

• 

That the purpose and intended effect of said Decree as 
so amended were to make it impossible for R. C. A. Com¬ 
munications, Inc. to have monopolistic direct radiotelegraph 
circuits between the United States and foreigjn countries 
and were to insure opportunity for competition by other 
American carriers in the establishment of competitive 


i 

i 
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radiotelegraph circuits, which purpose and intended effect 
wdll be defeated if this application is denied; 

That The Commercial Cable Company is operating at a 
severe disadvantage as to traffic between the United States 
and Norwav because of the fact that both E. C. A. Com- 
munications, Inc. and The Western Union Telegraph Com¬ 
pany hhve the advantage of an already existing radiotele¬ 
graph circuit with Norway and that this handicap to The 
Commercial Cable Company in competition adversely af¬ 
fects not only the traffic between Norway and the United 
States which is now available to The Commercial Cable 
Company and its associated companies, including applicant, 
but also adversely affects The Commercial Cable Company 
in its solicitation of other business; 

That there are no contracts, agreements or understand¬ 
ings of any nature between applicant and any of its asso¬ 
ciated companies or between applicant or any associated 
companies of applicant on the one hand and the Norwegian 
Administration of Telegraphs or any other carrier or gov¬ 
ernmental agency, foreign or domestic, on the other hand, 
with respect to the establishment or use of the proposed 
radiotelegraph circuit or with respect to the present 
64 or the proposed handling of traffic to, from or via 
Norway, which are in any way contrary to the pub¬ 
lic interest; 

That public interest, convenience and necessity will be 
served by the granting in whole by the Federal Communi¬ 
cations Commission of the application herein. 

Applicant at the hearing in the above-entitled proceed¬ 
ings will be prepared to show the nature and character of 
the telegraph service proposed to be rendered by applicant 
by means of the proposed radiotelegraph circuit between the 
United States and Norway, including the classes of mes¬ 
sages, the proposed charge to be made for each class of mes¬ 
sage and the division of such charges, and also to show that 
greater convenience to the public and to applicant and its 
associated companies in the handling of traffic should re- 
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suit from the establishment and operation of said j proposed 
radiotelegraph circuit. j 

i 

Respectfully submitted, I 

MACKAY RADIO AND TELEGRAPH 
COMPANY, INC. 

/s/ HOWARD L. KERN, | 

67 Broad Street, 

New York, N. Y., j 
Counsel. j 

/s/ JOHN H. WHARTON 

Of Counsel. 

I 

Dated, December 28, 1935. ’ j 

64-a Affidavit of Service \ 

I 

State of New York I 

I 

County of New York, ss: j 

John H. Wharton, being first duly sworn, deposes and 
says that he is one of the attorneys for applicant ih the pro- 
ceeedings referred to in the foregoing Appearance* and that 
he has this day served upon each of the parties respondent, 
as listed in the Notice dated December 10,1935 issiied by the 
Federal Communications Commission in said proceedings, 
either by personal service upon such parties at their respec¬ 
tive addresses or by mailing to such parties at their respec¬ 
tive addresses in a securely sealed, postpaid envelope, a 
true copy of the foregoing Appearance of applicant. 

/s/ JOHN H. WHARTON 

i 

Subscribed and sworn to before me this 28th day of De¬ 
cember, 1935. ' 

/s/ ROBERT St. JOHN 
Notary Public, Queens Co. No| 2612 
Cert, filed in New York County No. 1213 
Commission expires March 30* 1937. 
(Seal) i 


i 
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65 Before The 

Federal Communications Commission 

Washington, D. C. 

In re applications of Mackav Radio and Telegraph Com¬ 
pany, Inc. for modification of point-to-point telegraph 
licenses to add Oslo, Norway, to points of communication 
—fixed public service—location, Sayville, New York. 

(WIV) File No. T-l-MLH-286 
Docket No. 3336 
(WIH) File No. T-1-MLH-2SS 

Docket No. 3337 
(WJH) File No. T-l-MLH-287 

Docket No. 3338 

Appearance of Mackav Radio and Telegraph Company, Inc. 

HOWARD L. KERN, 

67 Broad Street, 

New York, N. Y., 

Counsel. 

JOHN H. WHARTON, 

Of Counsel. 

Dated, December 28, 1935. 

66 Transcript of Record 

67 Vol. 1 

Official Report of Proceedings 

Before the 

Federal Communications Commission 

At 

Washington, D. C. 

Januarv 13, 1936 

v 7 


In the matter of: 


i 

Petition of Mackav Radio & Telegraph Co., Inc., 
New York, N. Y. 

Docket Nos. 3336 3337 3338 
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Name 


Docket 3336 3337 3338 

11-13-36 

INDEX TO WITNESSES ! 

I 

I 

Direct Cross Redirect Rpcross Print 


Stone, Ellery W. 

By Mr. Kern. 18 93 

By Mr. Wozencraft 

(Preliminary). 63 

Bv Mr. Wozencraft .... 105 


80 

102 

114 


EXHIBITS | 

i 

No. . Forldent. Evidence Print 

Applicant’s No. 1 . 24 83 

2 . 26 84 

3 . 4} omitted 

4 . 46 omitted 

5 . 44 90 

6 . 59 i 100 

7 . 61 ! 101 

8 . ! 

12 . 76 106 

13 . 77 106 

14 . 78 107 

15 . 78 107 

16 . 79 108 

17 . 79 omitted 

18 . 8$ omitted 

19 . 84 omitted 

20 . 9^ 108 
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69 January 16, 1936 

TO: Federal Communications Commission 
FROM: Ward and Paul 

SUBJECT: Corrections in transcript of hearing 1 on 

Dockets 3336, 3337 and 3338, January 13,1936. 

By agreement of counsel the following corrections to be 
considered as part of the Official Transcript. 


Page Line 

Correction 

9 

1 

Change “operates” to “operate” 

9 

4th line 
from bottom 

Insert “furnishing” before the word 
“equipment” 

13 

last line 

Change “substitutions” to “subsidi¬ 
aries 7 7 

14 

11 

Insert “this 7 ’ before “is 77 

20 

■ 4 

Change “leased wire 77 to “printer ex¬ 
change 7 7 

20 

7 

Change “printer exchange 77 to “leased 
wire 7 7 

23 

4th line 
from bottom 

Change “1933 7 7 to “1923 7 7 

30 

16 

Strike 2 words “that that 77 

35 

4 

Change “radiotelephone 77 to “radio¬ 
telegraph 7 7 

35 

12th line 
from bottom 

Change ‘‘label 77 to “labor 77 ; and Change 
“labelled 77 to “labored 77 

37 

12 

Change “offices 77 to “files 77 

48 

1 

Strike out “other” 

48 

last line 

Change “to 77 to “with 77 

49 

! 8 

Insert period after “them 77 and change 

“that” to “they 77 

•/ 

51 

6th line 
from bottom 

Change “more than 77 to “approxi¬ 
mately 7 7 
* 

52 

' 1 

Change “on” to “of 77 

54 

1 3 

After “not” insert “even” 

60 

15 

63 12 

Change “It” to “He 77 

Change “Toole 77 to “Tuel 77 

70 

63 18 Change “know’ 7 to “ask” 

63 6thline Change “Toole” to “Tuel” 

from bottom 

64 

6 

Strike “Do 77 
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65 18 Insert “not” after u can” I 

66 21 & 22 After the name “Emil” name should be 

“Girardeau” | 

67 10 The figure “30” should read M20” 

67 last line After the word “Mr.” the name should 

be “Girardeau” 

71 15 Insert after the word “tof* “Radio 

France ’ ’ ! 

73 10th line Change “corporation” to “company” 

from bottom i 

l 

74 9 The third word in the line should read 

“Girardeau” | 

77 4 Change “is” to “in” j 

81 7 Change “was” to “wants” 

84 12thline Change “from” to “for” j 

from bottom 

87 13. Change “board” to “broad ”j 

87 The last sentence appearing as Mr. 

Kern’s on that page should read as 
follows: | 

I 

I 

“That is the reason we are offering this 
at the present time, in order that this 
Commission in arriving at ijts opinion 
in this case may have a basis for re¬ 
ferring to any of these thihgs which 
they may wish to refer to in making 
their decision.” ! 

88 6thline Change “for” to “in” 

from bottom 

90 2 Change “our” to “wire” I 

90 8 Change “Radio” to “Communications” 

90 9 Change “our” to “wire” 

71 91 1 Change “never” to “alsjo” 

91 2 Change “compelled” to “notified” 

91 2 Strike out “to say” j 

92 14 Change “answer” to “ask” j 

92 14 Change “Clayton” to “Golden” 

92 Last line Last word on line should be* changed 

from “entries” to “answdr” 

95 11 Insert “ask” before “question” 


! 

i 


i 
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95 

Last line 

Strike “for authority to conduct this” 

96 

1 

Change “circuit” to “was” 

96 

3 

Change “its” to “the” 

96 

18 

Insert “been” after “have” 

103 

j 2 

Change “no” to “not” 

106 

17 

Change “a radio corporation in Cuba” to 


“the Radio Corporation of Cuba” 


107 10th line Strike out “telegraph and” 
from bottom 

108 7 Change “Radio” to read “Sociadad 

Anonima Radio de Argentine” 

108 The abbreviation “S. I. D. R. A.” should 

1 read “C. I. D. R. A.” 

109 4 Should read “I do not think so” 

110 18 Word “tools” should read “tolls” 

115 2nd line Change “no” to “a” 
from bottom 

116 7thline Insert “not” after “would” 
from bottom 

118 16 Insert “guarantee of” after “what” 

124 11th line Change “across” to “to” 
from bottom 

126 8 Change “Pan-America” to “South 

America” 

106 19 Change “naturally” to “shortly” 

106 21 Change “Spain” "to “United States” 

126 12 Change “after” to “as to” 

72 126 4th line Change “telegraph” to “connect- 

from bottom ing” 

128 10 Statement attributed to Mr. Kern was 

made by Mr. Royce 

134 16 Change “as” to “had”—and “have” to 

“for” 

134 22 Omit “cable” 

135 14 Last clause should read “which was be¬ 

fore Cables and Wireless” 

136 4 Strike out “either way” 

142 5 Insert “Union” after “Western” 

143 3rd line Insert “as” after “competitive” 
from bottom 
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73 WARD & PAUL 

I 

Official Reporters. j 

i 

Errata Sheet \ 

May 23, 1936. 

In re: Transcripts of Hearing on Applications of Mac- 
kay Radio and Telegraph Company, Inc., Dockets 
Nos. 3336, 3337 and 3338. 

The following changes should be made: 

Oslo Hearing — R.C.A.C. Corrections—Jan . 14, 1936. 

Page 148—Line 17: Change 44 tested” to 44 testified 7 ’. 
Page 150—3 from bottom: Change “Tiawan” to “Tai¬ 
wan ’ \ | 

Page 151—Line 4: Change “Amores” to “Amoy”.. 


Page 151—3 from bottom: Change “Mhcau” to 

4 4 Macao ’ \ I 

Page 163—Line 16: Change 4 4 the companies ” j to 44 those 
countries”. j 

Page 163—Line 20: Change “in” to 44 on” and 44 cir¬ 
cuits” to 44 Circuit”. j 

Page 164—Line 7: Change “RCC” to “RCAC”. 

Page 165, Line 3: Change “pickup” to 44 picked up”. 
Page 165—Line 20: Change 44 All American? to 44 All 
America.” . j 

Page 170—Last line: Change 4 4 settled” to 4 * Handled”. 
Pa<re 173—Line 21: Change “thev have” to “consider- 


4 Macau 


Page 173—Line 21: Change 44 they have” to 4 


mg 


Page 188—Line 2: Change “message” to “wc[rd”. 

Page 256—Line 2: Change “the from” to 44 from the”. 
Page 256—Line 2: Change 44 was it called” tb “was it 
to call ’ \ I 

i 

74 Oslo Hearing—Mach ay Radio and Telegraph Com¬ 
pany Corrections — Record, January 14 , 1936. 

Page 158—Line 7: Change 44 corporation’’ to 44 Postal 
Telegraph and Cable Corporation.” 

Page 158—Line 9: Change 44 Company” to 44 Corpora¬ 
tion”. | 

Page 158—Lines 7, 10, and 12: Change “^Bain” to 

“Behn”. I 


1 

i 
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Page 162—Line 2: Insert “that” before ‘‘comes”. 

Page 164—Line 2: Change “thing” to “route”. 

Page 165—Line 11: Insert “under” before “your”. 

Page 165—Line 12: Insert “messages” before “today”. 

Page 165—Line 13: Change “than whether” to “from 
where ’ 

Page 167—Line 11: Change “postal” to “Postal”. 

Page 167—Line 17: Change “7000” to “70,000”, and 
change “traffic” to “tariff”. 

Page 170—Line 17: Change “answering” to “adding”. 

Page 171—Line 2: Change “this” to “yesterday”. 

Page 172—Line 7: Change “which” to “what”. 

Page 172—Line 8: Delete “it” 

Page 172—Line 16: Insert “it” after “established”. 

Page 174—Line 6: Insert “should transfer traffic” be¬ 
fore “at”. 

Page 174—Line 17: Change “Prague” to “Buenos 
Aires”. 

Page 174—Line 21: Change “situation” to “station”. 

Page 174—Line 23: Insert “shown that” at end of line. 

Page 174—Line 25—Change “the Transradio” to “with 
Transradio.” 

Page 174—Line 26: Delete “the”. 

Page 175—Line 6: Strike out repetitious “could prop- 
erlv” 

Page 175—Line 7: Change “and go” to “that goes”. 

Page 180—Line 13: Change “his” to “this”. 

75 Page 194—Line 7th from bottom: Change “but” 
to “that”. 

Page 195—Line 11: Change “man” “men”. 

Page 200—Line 17: Change “job” to “chart”. 

Page 201—Line 8th from bottom: Delete “the organiza¬ 
tion of” 

Page 205—Linel: Strike “probably”. 

Page 206—Line 7: Change “after” to “about” 

Page 208—Line 6: Change “also” to “not”. 

Page 210—Line 2nd from bottom: Change “do” to 
“does” 

Page 211—Line 18: Insert “oscillator” after “tube”. 

Page 211—Line 3rd from bottom: Change to “Sarnoff” 

Page 219—Line 3rd from bottom: Change “33-14” to 
“32-14” 
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* i 

j 

i 

Page 220—Lines 12 to 15 inclusive: Should read: “A. 
All right. In the Commercial Cable case the (pommercial 
Cable receives .0586 from zone 1 with the exception of 
Maine, where it receives .0386. From other ^ones Com¬ 
mercial receives .0936.’ ’ j 

Page 220—Line 6th from bottom: Change “.039” to 
“.029”. I 

Page 220—Fifth Line from bottom: Change j “.056” to 
“.046” b I 

Page 222—Line 10th from bottom: Strike Cthe other 
zones of” 


Page 223—Line 10: Change “3.1” to “2.9”jand insert 
44 one ’ ’ before 4 4 Maine ’ \ ! 


Page 235—Line 5th from bottom: Add “Zoiie 1” after 
United States” j 

Page 237—Line 9: Insert “except Maine” before “pay¬ 
out” | 

Page 238—Line 12: Change ‘ 4 whole ” to “ haul ’ ’ 

Page 238—Line 13: Change “whole” to “hafil” 

Page 238—Line 20: Change “whole” to “haul” 

Page 238—Line 21: Change “whole” to “haul” 

Page 238—Line 22: Change “your” tcj “our” 

76 Page 238—Line 5th from bottom: Change “from 
7.8” "to “ranging from 2- l A to 8-%” | 

Page 240—Line 4: Insert “larger” before ^‘balance”, 
and change 4 4 ratio ” to “ rate ’ ’. i 

Page 241—Line 7th from bottom: Change “Kvould fit” 
to “that fit”. | 

Page 241—Bottom 1 ine: Change “ closest ” to 4 1 greatest ’ ’. 
Page 245—Line 10th from bttom: Change “irefuse” to 
‘ 4 waive ’ ’ I 

Page 253—Line 5: Change 44 four” to 44 fair”! 

Page 254—Line 6: Change 44 competitors” to “competi¬ 
tive” | 

Page 255—Line 2nd from bottom: Change 44 business” to 
4 4 service” I 

Page 256—Line 14: Change 44 telephonic” j to 44 tele¬ 
printer” | 

Page 256—Line 15: Change 44 service” to “circuit” 

Page 257—Line 1: Insert 44 We” before 44 hive” 

Page 263—Line 19: Change 44 wire” to 44 wireless” 


i 


i 

i 

i 


i 

i 

i 

i 

i 


j 

i 
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Page 264—Line 1: Change “atmospheric” to “atmos¬ 
pherics ’ 9 

Page 268—Line 6th from bottom: Strike “coming”. 
Page 270—Line 8th from bottom: Insert “countries” 
after “eastern” 


Page 271—Line 10: Strike “that this is” 
Page 273—Line 2: Change “this PWX” 
TWX ’ ’ 


to “their 


Page 273—Line 6: Change ‘ 4 PWX ” to “ TWX ’ * 

Page 273—Line 6th from bottom: Insert “also” be¬ 


fore “the radio” 

Page 274—Line 16th: Change 


“roses” to “rises”, and 


“stays” to “will stay”. 

Page 275—Line 1: Change “benefits” to “benefit”, and 
“other companies” to “parent company” 

Page 275—Line 8: Change “radio” to “red” 

Page 280—Line 12th from bottom: Change “this much” 


to “thus” 


77 R.C.A.C. Corrections—January 15, 1936. 


Page 294—Line 6: Misspelled “Fil” 

Page 303—Line 2: Changed “Amiel” to “Emile” 
Page 303—Line 2: “Giradcau” changed to “Girardeau 




Page 303—Line 23: Eliminate the word “of” and have 
record read “Radio-France” 

Page 309—Lines 3 and 4: Strike “proposed” 

Page 315—Line 7: Change “to” to “for” 

Page 319—Line 3: Change “under” to “in view of” 
Page 321—Line 10: Transpose word “through” to read 
‘ 4 right through here ’ \ 

Page 322—Line 28: Change “ simply ” to “ simple ”. 

Page 324—Line 18: Change line to read as continued 
sentence “divided the international telegraph traffic, etc.” 


Mackay Radio Corrections—January 15, 1936. Vol. 3. 

Page 290—Line 13: Change “admit” to “submit” 

Page 294—Line 8: Insert “not” before “all”, and omit 
question mark. 

Page 301—Line 5th from bottom: Strike “of”. 

Page 314—Line 11: Strike “to Norway”. N 
Page 326—Line 7: Delete “and” 

Page 333—Lines 17 and 18: Close up—no paragraph. 


i 
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Page 333—Line 20: Delete “of course” 

Page 334—Line 2nd from bottom: Change “leaking” to 


“assuming” 


Page 335—Line 11: Change “Bain” to “Behp” 

Page 337—Line 7: Change “con’t” to “don it” 

Page 339—Line 8: Insert “such” before “a”! 

Page 339—Line 9: Change “almost” to “most” 

Page 341—Line 8: Insert “something” before “which” 
Page 341—Line 9: Insert “namely” fiefore “in-' 
78 creased” j 

Page 341—Line 18: Change “will not find” to 
“is not such as to make.” j 

Page 341—Line 19: Insert “not more than” before “a 
relatively” j 

Page 342—Last line: Change “Sinstrom”! to “sun- 

strom” ! 

Page 349—Lines 5 and 7: Change “Bain” t|o “Behn” 

j 

I 

Mackay Radio Corrections—-January 16, 1936 . Vol. 4 

I 

Page 362—Line 5th from bottom: Change “in” to “to” 
Page 365—Line 18: Change “January 3rd” tb “Decem¬ 
ber 14, 1935.” | 

Page 366—Line 1: Change “January 3rd” to “Decem¬ 
ber 14, 1935.” ; 

Page 375—Line 8: (from bottom) Change “Mackay 
System men” to “a Mackay System man.” 

Page 381—Line 6th from bottom: Strike “is” 

Page 385—Line 4th from botton: Change line to read: 
“Mr. Kern: All that is done for the Mackay Badio, you 
mean f ” ! 

i 

Page 385—Line 12th from bottom: Fifth word on line 
should read “sat” j 

Page 386—Lines 7 and 9: Change “ Company’f to “Cor¬ 
poration” | 

Page 388—Line 4: Change “on the effect of” to “in 
the effects on”. j 

Page 389—Line 4: Strike “with” | 

Page 394—Line 11th from bottom: Change “in” to 
‘ 4 with ’ ’ 

Page 398—Line 13: Change “who” to “whon^” 

Page 399—Line 9th from bottom: Change “that there” 
to “the more” 
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Page 406—Line 13: Insert a comma after “continuity” 
Page 406—Line 16: Insert ‘‘respect” after “that” 

Page 407—Line 10th from bottom: Change “and” to 
“to” 

79 Page 411—Line 7th from bottom: Insert “the 
charge” before “for” 

Page 413—Line 17: Change “Country” to “Company” 
Page 415—Lines 8th from top and 12th from bottom: 
Change “Butler” to “Buttner” 

Page 416—Line 8: Change “Butler” to “Buttner” 
Page 417—Line 6: Insert “the” before “parties” 

Page 419—Line 8th from bottom: Insert “in” before 
“our” 


Page 421—Line 6: Change “Holland” to “Howland” 
Page 421—Line 9: Change “by” to “to” 

Page 421—Line 18: Change to read “I am giving you 
some of the background. At” 

Page 421—Line 19: Change “when they” to “blanks” 
Page 428—Line 2: Change ‘ ‘ that ” to “ than ’ ’ 

Page 428—Line 4th from bottom: Change “that” to 
‘ ‘ there ’ ’ 

Page 429—Line 1: Insert “other” before “field” 

Page 429—Line 7th from bottom: Change “General” to 
“Telegraph Division” and change “position” to “situa¬ 
tion” 

Page 429—Line 6th from bottom: Strike “take that we” 
Page 433—Line 13: Change “diversity” to “directive” 
Page 433—Line 20: Strike “and” 

-Line 7: Change “uniform” to “unit” 

-Line 15: Change “by” to “of” 

-Line 14: Change “is” to “are” 

-Line 16: Insert “that” before “would” 

-Line 4th from bottom: Insert “is” before 


Page 435 
Page 435 
Page 437 
Page 437 
Pa fire 441 


“in” 

Page 441—Line 2nd from bottom: Change “competi¬ 
tion” to “competitors”. 

Page 446—Line 4th from bottom: Change “that” to 
“there” and insert “to prevent” after “nothing” 

Page 448—Line 12th from bottom: Change “company” 
to “Government”. 

Page 472—Line 11: Change line to read: “of say¬ 
ing what somebody else may have said that did not ’ ’ 


80 
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I 

l 

Page 477—Line 11th from bottom: Change j‘was” to 
“were”, and “all readv” to “already” 

Page 482—Last line: Insert “Company arid” after 
“California.-” | 

Page 485—Line 3rd from bottom: Insert “were” after 
“at least” and “to” after “limited” j 

Page 490—Line 18: Change “transmitter to ‘ftransmit¬ 
ters” 

Page 499—Line 9: Insert “to” before “Copenhagen” 
Page 501—Line 13: Insert “and” before “transmission” 
Page 501—Line 14: Change period to conima after 
“good”, and insert “the” before “technique” j 

Page 512—Lines 1 and 2: Change “swinging toward” 
to “transmitting on.” j 

Page 513—Line 10th from bottom: Change “frequent” 
to “infrequent”. j 

Page 513—Last line: Change ‘ ‘ during ” to “ at ”. 

R.C.A.C. Corrections—January 17, 1936. 

Page 532—Line 22: Add the word “pamphlet! entitled” 
Page 532—Line 22: Change words “radio inclustry” to 
“Radio Industry” 

Page 539—Line 21: Change word “What” tq “When” 
Page 546—Line 20: Add the word “traffic” aftjer “radio¬ 
marine” | 

Page 546—Line 24: Insert “of” in place of “and” 

Page 550—Line 26: Insert the word “Pacific'’ so as to 
read “Commercial Pacific Cable” 

Page 590—Line 20: Change “exclusive” to “inclusive” 
Page 594—Line 15: Insert “are” in place of “as” 
Page 599—Line 26: Misspelled word “relation” 

Page 605—Line 10: Change “were” to “are” 

81 Page 608—Line 15: Change 4 ‘carried ’’ to ‘‘caused’ ’ 

Page 610—Line 14: Strike’the word “as” 

Page 627—Line 25: Insert “spoke” in place rif “said”. 
Page 666—Lines 16,17 and 18: Change “got the rights” 
to “cut the rates” j 

Page 673—Line 19: Insert the word “on” before the 

term “50” | 

Page 685—Line 28: Substitute “portion” for word 
“business” after “smaller”. I 
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Mackay Radio Corrections—January 17, 1936 . Vol. 5 

Page 524—Line 3: Before the word “Company” insert 
the words “Commercial Cable.” 

Page 525—Line 19: Insert the word “not” before the 
word “dismissed” 

Page 546—Line 26: “No” should be “Yes” 

Page 552—Lines 18, 19 and 20: Delete words “includ¬ 
ing the Pacific Cable Company mentioned on the preced¬ 
ing page.” 

Page 563—Line 17: “1931” should be “1930” 

Page 563—Line 18: After the word “for” insert the 
words “a renewal of” 

Page 564—Line 4: “Philippines” should be “United 
States” 

Page 567—Line 11th from bottom: Change “au-” to 
“all” 

Page 590—Lines 16 and 17: Delete words “San Fran¬ 
cisco sent from China only traffic routed” and substitute 
words “send only routed traffic.” 

Page 581—Line 5: “$747,046” should be “$654,592”. 

Page 606—Next to last line: Strike “if” 

Page 608—Line 2: Substitute “landline tolls on radio¬ 
grams” for “landline tolls and radiograms.” 

Page 619—Line 24: “Commercial Cable Company” 
should read “Commercial Cable and Telegraph Company.” 

Page 620—Line 17: “Company” should be “Cor- 
82 poration’ ’ 

Page 643—Line 3rd from bottom: Change “per¬ 
fectly” to “personally” 

Page 670—Line 5: Change “R.C.A.” to “Radio 
France” 

R.C.A.C. Corrections—January 18, 1936. 

Page 691—Line 15: Change “between” to “been” 

Page 700—Line 14: Eliminate comma after the word 
“expense” 

Page 701—Line 26: Change “under” to “upon” 

Page 703—Line 22: Change “of” to read “as to” 

Page 714—Line 15: Change “on” to “of” 
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Mackay Radio Corrections—January 18, 1936 . Vol. 6 

Page 705—Line 2nd from bottom: Change “was” to “is 
to be” ! 

Page 716—Line 3rd from bottom: Insert “j)y” after 
4 4 reduced ’ ’ 

R.C.A.C. Corrections—January 21, 1936. 

j 

Page 776—Line 21: Change “impossible” to “opposed” 
Page 777—Line 11: Change “filcial” to “fil Cial” and 

strike 4 4 Commercial ’ * I 

Page 791—Line 21: Change 44 that” to 44 the” 

Page 792—Line 20: Insert the word 44 in” after 44 be¬ 
yond” | 

Page 798—Line 13: Change “during” to rqad “be¬ 
tween ’ ’ 

Page 802—Line 25: Eliminate the words “1934 from” 
Page 814—Line 14: Change 44 to” to read “flom” 
Page 825—Line 12: Insert 44 that a” in place of! the word 
“of” 

Page 830—Line 24: Change 4 4 International ’ 9 to read 4 4 in¬ 
ternational” | 

I 

Page 835—Line 19': Eliminate words “numbeii of” 

Page 874—Line 19: Insert 44 as” after 44 representation” 

! 

83 Mackay Radio Corrections—January 21,1936, Vol. 7 

Page 796—Line 2: (Mr. Wozencraft) Change “break” 
to “help” | 

Page 851—Line 5: Insert 44 not” before 44 qualified” 
Page 852—Line 16: Change 4 4 Harold N. Bujttner” to 
4 4 Harold H. Buttner”. 

Page 853—Line 6: Change 44 Radio” to 44 Cable” 

Page 853—Line 11: Change 44 Toole” to “Tuel” 

Page 854—Line 6: Insert 44 yet” before 44 really” 

Page 854—Line 11: Change 44 an unnational” tb 44 a non¬ 
national” | 

Page 856—Line 6: Change 44 Pederson” to “Pedersen” 
Page 860—Line 3rd from bottom: Change “Pclstal Tele¬ 
graph” to 44 Posts and Telegraphs” j 

Page 861—Line 3rd from bottom: Change 44 agree” to 
4 4 agreed” I 

Page 861—Line 2nd from bottom: Insert “and” before 
“all” 


I 






64 MACKAY RADIO & TELEGRAPH COMPANY, INC., YS. 

Page 862—Line 3: Insert “it” after “consider” 

Page 862—Line 27: Insert “copies” before “exchanged” 
Page 868—Line 7: Change last three words of line to 
read: “compania Radio Aerea y” 

Page 868—Lines 2nd, 4th and 5th from bottom: Change 
“pederson” to “Petersen” 

Page 875—Line 13: Change “Pederson” to “Petersen” 
Page 877—Line 14: Insert “circuit” after “radio” 
Page 881—Line 6: Change to read “the Kallenborg 
broadcast transmitter ’ ’ 

Page 886—Line 18: Change “traffic” to “transmis¬ 
sion” 

Page 892—Line 16: Insert “circuit or” before “cir¬ 
cuits” 

Page 895—Line 11: Change “correspondence” in both 
places to “correspondents” 

Page 896—Line 3: (Mr. Arnold) Change “Standard” 
to “Spanish” 

Page 896—Line 13: Change “Elektra” to “Electrica” 

84 R.C.A.C. Corrections—January 23, 1936. 

Page 977—Line 6: Change “In” to appear as first word 
of next line. 

Page 985—Last line: Change “has” to “Had” 

Page 989—Line 21: Change “telephone” to “telegraph” 
Page 991—Line 27: Delete entire line. 

Page 991—Last line: Change “1928” to “1929” 

Page 995—Line 8: Change “.05” to “.03” 

Page 997—Line 18: Change “1928” to “1929” 

Page 999—Line 22: Insert at beginning “cables which” 
and change “handles” to “handle” 

Page 1001—Line 2: Change “Companies” to “coun¬ 
tries”; insert “RCA” after “which” 

Page 1007—Line 1: Change “694” to “644” 

Page 1020—Line 22: Change “time” to “date” 

Page 1021—Line 3: Erase interrogation mark after 
“reason” 

Page 1023—Line 18: Erase “in” 

Page 1024—Line 19: Change “telephone” to “total” 
Page 1027—Line 5: Erase “that” 

Page 1028—Line 1: Change “Cunjac” to “Cougnenc” 
Page 1028—Line 22: Change “mad at” to “head of” 
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Page 1029—Line 
Page 1029—Line 


19: Change “PU” to “PQ” 

19: Change “Cunjac’s” tb “Coug- 


nenc’s” 


Page 1039—Line 19: Change “before” to “because” 
Page 1039—Line 26: Change “$1.80” to “80 cents” 
Page 1040—Line 1: Change “any” to “my” 

Page 1040—Line 13: Change “established” to “est 


lish” 

Page 1040—Line 
Page 1041—Last 
Page 1042- 
85 Page 1045- 
Page 1047- 
Page 1050—Line 
Page 1052—Line 
times that are” i.e 
“that” 

Page 1054—Line 
Page 1059—Line 
Page 1061—Line 
Page 1073—Line 
Page 1078—Last 
Page 1081—Line 
tomer” 

Page 1086—Line 
Page 1089—Line 
serious” 

Page 1097—Line 
Page 1098—Line 
Page 1100—Line 


13: Change “established” to “estab- 

i 

i 

i 

26: Change “from” to “asf’ 
line: Change ‘ c contract ” to “ circuit ’ ’ 
—Line 15: Erase 4 ‘per” I 
—Line 8: Change “I” to “It” 


—Line 9: Change “out” to “ 
5: Change “purposes” to “ 
18: Change to “contract,” 

. insert a comma and insert 


our 

business” 
“the cen- 
the word 


i 

20: Erase “the sending tolls” 

11: Change “P2” to “PQ” 

10: Change “exposing” to opposing” 
19: Change 4 ‘ run ” to * ‘ return ’ ’ 
line: Change “without” to i“for” 

8: Change “organization” to “cus- 

i 

I 

i 

j 

23: Change “Whereas” to “where, as” 
13: Change “all serious” to “all as 

9: Change “calls” to “qualities” 

1: Change “company” to “country” 
12: Change “W 7 ahu” to “Oahu” 


Mackay Radio Corrections—January 23,1936 . Vol. 9 

i 

i 

Page 977—Line 14: Change “others” to “others’ knowl¬ 
edge ’ ’ ! 

Page 978—Line 2: Insert “in” before “that’’ 

Page 1051—Line 11th from bottom: Chang^ “due to” 

to read “you should do as to” j 

| 

i 

R.C.A.C . Corrections—January 24, 1936 . 

Page 1106—Line: 9 Change “isn’t” to “is it,” 

Page 1111—Line 9: Change “usually” to “Unusually” 


i 
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Page 1111—Line 11: Change “expended’’ to “ex¬ 
panded ’ ’ 

Page 1112—Line 23: Change “April 17, 1917” to April 
7,1917” 

Page 1121—Line 10: Change “of” to “on” 

86 Page 1124—Line 21: Change “months” to 
‘ 4 years’ ’ 

Page 1125—Line 22: Change “word” to read “tax” 
and “terminus” to read “terminates” 

Page 1127—Line 4: Insert “estimate” after the word 
4 4 inaccurate ’ ’ 

Page 1128—Line 10: Change “not” to read “no” 

Page 1133—Line 16: Change “engaged” to read “en¬ 
gage ’ ’ 

Page 1134—Line 23: Change “no” to read “not” 

Page 1163—Line 22: Word “traffic” is misspelled 
Page 1164—Line 14: Change “we” to “the” (before 
“date”) 

Page 1165—Line 9: Change “and” to read “in” 

Page 1167—Line 1: Change “in” to “to” 

Page 1177—Line 23: Change the words “operates as” 
to read 4 4 shows ’ ’ 

Page 1195—Line 11: Change the name 4 4 Admiral Bul- 
lett” to read 44 Admiral Bullard” 

Page 1196—Line 28: Same correction as on page 1195 
Page 1197—Lines 8 and 9: Change “Ecquador” to read 
“Ecuador” two instances. 

Page 1214—Line 17: Change word “in” to read “to” 
Page 1219—Line 5: Change “contracted” to read 44 con¬ 
tract ’ ’ 

Page 1220—Line 22: Omit the word 44 in” after the word 
4 4 treatment ’ ’ 

Page 1227—Line 2: Strike the word 44 There” and start 
the sentence with “They” 

Mackay Radio Corrections—January 24,1936. Vol . 10 

Page 1108—Line 17: Change 44 to” to 4 ‘from” 

Page 1109—Line 10: Change “but” to “where” 

Page 1109—Line 11: Strike “indicates on the Belgium” 
Page 1120—Line 18: Change “payoff” to “payout” 
Page 1120—Line 19: Change “payoffs” to “payouts” 
Page 1132—Line 12: Change “as” to “has” 


i 






I 
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I 

Page 1132—Line 12: Strike “and” 

„ 87 Page 1134—Line 21: Change “to the effect” to 

* 4 due to the fact’ ’ j 

Page 1134—Line 4th from bottom: Insert 44 not” before 
4 4 due” 

Page 1136—Line 17: Change 44 endeavoring” to 44 estab¬ 
lishing” 

Page 1136—Line 20: Insert 44 of” before “thii” 

Page 1137—Line 17: Change “from” to “by^ Western 
Union to” 

Page 1141—Last line: Change 44 $41,396” to “419896”, 
omitting dollar sign. j 

Page 1143—Line 4: Change 44 $77,118.74” to 44 $83,- 

118.74”. ! 

Page 1145—Line 9th from bottom: Change 44 the coun¬ 
try’s” to 44 your Company’s.” ' 

Page 1147—Line 12th from bottom: Change f 4 R.C.A.” 
to (Line 13) 44 French Fradio” 

Page 1149—Line 10th from bottom: Change 44 4uestion” 
to 44 Counsel” 

Page 1221—Line 14: Change 44 as” to 44 that he was” 

i 

R.C.A.C. Corrections January 27,1936. 

j 

Page 1260—Line 6th from bottom: Change 44 beverage” 
to 44 Beverage” 

Page 1261—Line 5: Change 44 buy” to 44 but” i 
Page 1261—Line 17: Change “fairly” to “rarely” 

Page 1277—Line 19: Capitalize 44 beverage” I 
(1261) 

Page 1277—Line 5th from bottom: Change “Kahookoo” 
to 4 4 Kahuku ’ ’ j 

Page 1332—Line 2nd from bottom: Change “Gutten- 
berg” to 4 4 Gothenburg ” ! 

Page 1359—Line 24: Change 4 4 Radio Corporation of 
America” to “R.C.A. Communications, Inc.” 

Page 1360—Line 5: Same correction as above. 

l 

| 
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Page 1237—Line 14: Strike “it” and 44 as” 

Page 1278—Line 19: Change 44 too” to “tube$” 

Page 1346—Line 6: Change “Auld” to “Ordej’ 

Page 1349—Line 2: Change “Canle” to 44 Cable” 


i 


i 

i 
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Page 1354—Last line: Change 44 which was some” to 
“in which there were some” 

Page 1355—Line 10: Change “is not” to “if not” 

Page 1358—Line 14: Change “in” to “by” 

Page 1358—Line 14: Change “to use by” to “of” 

Page 1359—Line 1: Change “call” to “called” 

Page 1359—Line 3: Change “of” to “under the”, and 
insert “contract” after “Norway”. 

Page 1359—Line 6th from bottom: Change “exact” to 
4 4 exactly ’ ’ 

Page 1360—Line 3: Change “Tarrander” to “Tar- 
anger” 

Page 1360—Line 10: Strike “paragraph 7” 

Page 1361—Line 10: Insert after the word “after” the 
following: 44 the consent decree withdrawing.’ ’ 

Page 1367—Line 18: Insert “as” after “table” 

R.C.A.C. Corrections—January 28, 1936. 

Page 1371—Line 3rd from bottom: Change “Radio Cor¬ 
poration of America” to “R.C.A. Communications, Inc.” 

Page 1373—Line 3rd from bottom: Change “Radio Com¬ 
munications Companies” to read “radio communication 
companies ’ 9 

Page 1394—Line 24: Insert “been” between the words 
“had” and “sought” 

Page 1403—Line 5: Change “exist” to “existed” 

Page 1405—Line 1: Change “moder” to “modern” 

Page 1406—Line 3rd from bottom: Capitalize 
89 4 4 radio corporation. ’ ’ 

Page 1412—Line 9: Change 44 circuit” to 44 sys¬ 
tem” 

Page 1415—Line 18: Strike 44 evening” 

Page 1421—Line 7: Change 44 with” to 44 before” 

Page 1440—Line 16: Insert the word “not” between the 
words 44 would” and 44 go” 

Page 1458—Line 9: Insert 44 not” between the words 
“certainly ’ 9 and 44 having” 

Page 1458—Line 10: Insert 44 whatever” between the 
words 44 that” and 44 it” 

Page 1466—Line 7: Change “which and” to 44 of which” 
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90 Before the Federal Communications Commission 

I 

(Telegraph Division) 

Washington, D. C. I 

January 13, 1936. | 

Docket Nos. 3336, 3337, 3338 | 

In the Matter of | 

I 

Petition of Mackay Radio & Telegraph Company, Inc., 
New York, N. Y. ! 

i 

Application for modification of license; 

I 

Request to add Oslo, Norway as a point of communica¬ 
tion. | 

| 

I 

Others Notified: ! 

i 

| 

International Telephone & Telegraph Corp., New York, 
N. Y. | 

Postal Telegraph-Cable Co., New York, N. Y. 
Commercial Cable Co., New York, N. Y. ! 

All America Cables, Inc., New York, N. Y. 

Commercial Pacific Cable Company, New Yorh, N. Y. 
Cuban All America Cables, Inc., New York, Nj. Y. 

The Western Union Telegraph Co., New Yorkj, N. Y. 
The French Telegraph-Cable Co., New York, N. Y. 

RCA Communications, Inc., New York, N. Y. ! 

i 

The above-entitled matter came on for hearing before 
the Telegraph Division of the Commission, in Room 7121, 
Interstate Commerce Commission Building, at 10 o'clock 
a. m. i 

l 

Present: Commissioners Irving Stewart (Chairman) 
and Thad H. Brown. j 

Appearances: j 

i 

On behalf of the Commission: j 

Carl F. Arnold, Esq., and James A. Kennedy. Esq. 

91 On behalf of Mackay Radio & Telegraph Co., Inc.: 
Howard L. Kern, Esq. and John H. Wharton, Esq. 
67 Broad Stree, New York City. 

On behalf of Hon. Alfred E. Smith & George Gibbs, 
Trustees for Postal Telegraph & Cable Corp.: 


i 







70 


MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 


Chadbourne, Stanchfield & Levy (Alexander B. 
Royce, Esq.) 

25 Broadway, New York City. 

On behalf of RCA Communications, Inc.: 

Frank W. Wozencraft, Esq. & Col. Man ton Davis, 
Esq., 

30 Rockefeller Plaza, New York City; and 
Chester H. Wiggin, Esq., 

66 Broad Street, New York Citv. 

On behalf of All America Cables, Inc.: 

Samuel G. Ordway, Esq., 

67 Broad St., New York, N. Y. 

On behalf of French Cable Company: 

A. Cougnenc, Esq., 

60 Broad Street, New York City. 

On behalf of Western Union Telegraph Co.: 

Francis R. Stark, Esq. & Ralph H. Kimball, Esq., 
60 Hudson Street, New York City, N. Y. 


PROCEEDINGS 

The Chairman: On June 24, 1935, Mackay Radio and 
Telegraph Company, Delaware, filed Applications with the 
Commission for modification of certain of its licenses so as 
to add Oslo, Norway, as a point of communication. At a 
regular meeting of said Division, it was ordered that a 
hearing be had upon the same, and said Applica- 
92 tions were docketed as Nos. 3336, 3337 and 3338. On 
December 10, 1935, the Commission issued its notice 
of the designation of said Applications for hearing and 
notified the following parties. 

Mackay Radio and Telegraph Company, 

International Telephone and Telegraph Corporation, 
Postal Telegraph-Cable Company, 

Commercial Cable Company, 

All America Cables, Incorporated, 

Commercial Pacific Cable Company, 

Cuban All America Cables, Incorporated, 

The Western Union Telegraph Company, 

The French Telegraph-Cable Company, and 
R. C. A. Communications, Incorporated. 





I 
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i 

Said notice also contained a statement of the reasons 
for the calling of said hearing as follows: 

1. To determine the nature and character of service 

I 

proposed to be rendered by the applicant, including the 
classes of messages, the proposed charge to be made for 
each class of message and the division of such charges. 

2. To determine the amount of traffic 'which jthe appli¬ 
cant expects to handle over the circuit proposed. 

“3. To determine the need for the circuit proposed. 

4. To determine the nature, content and character of all 

contracts, agreements or understandings which now exist 
or are contemplated with respect to the establishment or 
use of the proposed circuit and with respect to the present 
or the proposed handling of traffic to, from or via Norway 
between: j 

(a) Applicant and any of its affiliated jcompanies 
93 and in particular, the Commercial Cable! Company. 

(b) International Telephone and Telegraph Cor¬ 
poration and any of its subsidiary companies,! including 
applicant and Commercial Cable Company. j 

(c) International Telephone and Telegraph Corpora¬ 
tion or any of its subsidiary companies, including appli¬ 
cant, and any other carrier or governmental agency, for¬ 
eign or domestic. j 

5. To determine whether the interest or seryice of any 

other carrier subject to the Communications Act of 1934 
may be adversely affected, and, if so, the probable extent 
thereof. j 

6. To determine whether the granting of the applica¬ 

tion, in whole or in part, would serve public interest, con¬ 
venience and necessitv. j 

•/ 

The Attention of the applicant is directed to the fact 
that, while his application constitutes a part of the record, 
it is not a part of the testimony and he should be prepared, 
at the hearing, to introduce testimony to prove the allega¬ 
tions contained in his application. 

The specific grounds mentioned are not to be [Considered 
as exclusive of other grounds for the action anjd eventual 
decision of the commission / 9 

Thereafter, this date, January 13, 1936, at 10 o’clock 
a. m., was fixed as the time for the holding of said hearing, 
and all of said parties were so notified. 


i 
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The Applications of Mackay Radio and Telegraph Com¬ 
pany upon which this hearing is held, together with 
94 its letters and affidavits supplementing said Appli¬ 
cations, the Commission’s notice of hearing dated 
December 10, 1935, the Applicant’s Appearance, the Ap¬ 
pearance of the Western Union Telegraph Company, and 
Appearances of any other parties of record, are in the 
docket on these matters and will constitute a part of the 
record as pleadings and not as evidence, unless formally 
proved and introduced as such. 

The following will be the order of procedure so far as 
can be foreseen at this time, the Chair reserving the right 
to change the procedure if such would seem desirable: 

The Applicant, Mackay Radio and Telegraph Company, 
will open and close. After the opening of Applicant is 
concluded, Respondents supporting the Applications will 
be heard, followed by Respondents opposing the granting 
of the Applications. The Commission will then offer testi¬ 
mony, if it so desires. The same order will be followed as 
to cross-examination of witnesses. 

The Chair would like to be advised at this time as to 
which of the parties notified are present and intend to par¬ 
ticipate in this hearing, and also the names of any other 
interested parties who may wish at this time to intervene. 

(Appearances were filed as noted.) 

The Chairman: The applicant may proceed. 

Mr. Kimball: Mr. Chairman, may I ask if anyone is rep¬ 
resenting the Commercial Cable Company? 

Mr. Kern: We have witnesses here for the Commercial 
Cable Company. They are not designated especially. They 
are represented also by Mr. Wharton and myself. 

96 The Chairman: Very well, Mr. Kern. 

Mr. Kern: Mr. Chairman, I would like to make a 
preliminary statement, not as legal argument at this time 
but to outline the nature of the case and the type of testi¬ 
mony which we intend to produce in this case and state 
what the request is. 

On June 24, 1935, Mackay Radio & Telegraph Company, 
Inc., a Delaware corporation, filed with the Federal Com¬ 
munications Commission, three applications for modifica¬ 
tion of radio telegraph point to point licenses, requesting 
authority to add Oslo, Norway, as one of the primary 
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points of communication for stations WIH, iWJH and 
WIV, respectively. The frequencies to be usecjl are those 
now assigned to these stations, to wit: 6927.51 kilocycles, 
with a maximum power of 50,000 watts for WIH; 13,015 
kilocycles maximum capacity 50,000 watts for ]WJH; and 
10,490 kilocycles, maximum capacity 20,000 watts for Sta¬ 
tion WIV. 

These stations were originally licensed by the Commis¬ 
sion early in 1926 for certain primary points of communi¬ 
cation, and on August 8, 1934, the licenses were modified to 
add Copenhagen, Denmark and Madrid, Spaiji as addi¬ 
tional points of communication. j 

We now have a contract with the Norwegian administra¬ 
tion of Posts & Telegraph for the operation of a direct 
radio telegraph circuit with Oslo, Norway. j 

The operating vice president and the vice president and 
chief engineer of Mackay Radio will testify ip this pro¬ 
ceeding, giving a full statement as to the equipment to be 
used, the existing licenses of these stations, the methods 
of operation and all other pertinent information 
97 showing that we are equipped and ready to open 
this circuit. i 

In order that the Commission may determine the im¬ 
portance of the addition of Oslo, Norway as ^ne of the 
primary points of communication for these Rations of 
Mackay Radio, it is essential for the Commission to have 
in mind the competitive communications systems involved 
and the problems arising from this competitive situation. 

Mackay Radio and Telegraph Company is a part of the 
Mackay Companies. This system of communications con¬ 
sists of: 

(1) Postal Telegraph Land Line Companies, rendering 
service to all of the principal cities of the United States 
and to every state of the Union; 

(2) The Commercial Cable Company, giving cable 
service directly to England and France, and |b>y connec¬ 
tions with other cable connections to all other countries of 

j 

Europe, as well as to Asia and Africa; and j 

(3) Mackay Radio System, giving point to point domes¬ 
tic radio service in the United States, ship to shore radio 
service, and radio service with foreign countries. 

The Mackay Companies itself is a voluntary association 
organized under the laws of Massachusetts. It owns 100 
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per cent of the capital stock of the land line telegraph 
companies, of the companies controlling the Mackay Radio 
Communications System, and of the Commercial Cable 
Company. 

These communications properties of the Mackay System 
furnish a comprehensive, coordinated, nation-wide and 
world-wide telegraph communication service; the Postal 
Telegraph Land Line Companies, operate pick-up 

98 and delivery services for the Mackay Cable System 

as well as for the Mackav Radio Svstem. The 

•/ 

Mackay Companies has long been interested in the de¬ 
velopment of radio-telegraph communications. It first 
acquired Radio Communication Company, Inc., which had 
contracts for communication with Germany, in August, 
1921. As Mr. Deegan, vice president of the Mackay Com¬ 
panies, and Mr. Gold hammer, vice president of the Com¬ 
mercial Cable Company, will testify more in detail as to 
this early interest, I merely mention it at this time in order 
that the Commission may have a general outline of the 
interest which the Mackay Companies has long had in the 
development of radio communications. 

During the years 1921 to 1926, there were many negotia¬ 
tions to bring about the inauguration of radio communica¬ 
tion service, but for reasons which will be stated by the 
witnesses, it was not until 1927 that the Mackav Com- 
panies entered into a contract which enabled it to obtain 
modern short-wave radio telegraph equipment. 

In that year, the Mackay Companies, through the Mac¬ 
kay Radio and Telegraph Company of California, 
acquired from the Federal Telegraph Company, a Cali¬ 
fornia corporation, its point to point communication prop¬ 
erties on the Pacific Coast, and entered into a contract 
with the Federal Telegraph Company which continued as 
a manufacturing concern, for the purpose of furnishing 
equipment for the development of the radio properties of 
the Mackay Radio & Telegraph Companies. 

Early in 1928, The Mackay Companies, through the 
Radio Communication Company, Inc., purchased all of the 
outstanding capital stock of Commercial Wireless, 

99 Inc., a corporation of the State of Delaware, and 
changed its name to Mackay Radio & Telegraph 

Company, the applicant in this case. 
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The reason for that purchase will be given tyy our wit¬ 
nesses. The scope of the activities of the two Mackay 
Radio & Telegraph Companies will be outlined fully by the 
Operating Vice President of the two companies, Mr. El¬ 
lery W. Stone in his testimony. | 

Mackay Radio of Delaware, the applicant iij this case, 
in addition to domestic point to point service operated 
jointly with Mackay Radio of California, and shjp to shore 
services, operates transoceanic point to point services, 
with Buenos Aires, Argentine; Rio De Janieroj, Santiago, 
Bogota, Colombia, Lima, Peru, Camaguey, Cuba; Vienna 
Budapest, Copenhagen and Vatican City. 

In order to understand the Mackay system of communi¬ 
cations and the importance to that system of the coordina¬ 
tion of all forms of telegraphic communication, it is 
necessary to consider the very competitive situation which 
has existed throughout its operations. 

When John W. Mackay more than 50 years ago decided 
to lay a cable across the Atlantic in association with James 
Gordon Bennett, to compete with the Western Union Tel¬ 
egraph Company cables, which enjoyed practically a mo¬ 
nopoly at that time, he caused The Commercial Cable 
Company to be organized. Upon the completion of the 
first cable, The Commercial Cable Company found itself 
without any system for pick-up and distribution of cable¬ 
grams in the United States, and also found that its com¬ 
petitor was unwilling to make arrangements which 
100 would be satisfactory for such pick-up and dis¬ 
tribution of cablegrams in the United States. 

The Western Union at that time had already consoli¬ 
dated a large number of telegraph companies | which had 
grown up in the early days of the telegraph, serving 
principally special interests or limited localities, and had 
developed practically a nation-wide telegraph! service. 

Mr. Mackay proceeded to do much the samel thing,—to 
acquire many of the local telegraph companies and to build 
connecting lines to develop the Postal Telegraph System 
into a national system. j 

For the period from about 1900 until 1920, Ifhere were, 
for all practical purposes, only two large American tel¬ 
egraph communications companies,—the Western Union 
and the Mackay System, both giving domestic telegraph 


i 
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service, and service between the United States and foreign 
countries. 

There have been many changes brought about in the 
competitive situation of telegraph communications, both 
domestic and transoceanic, since 1920. As a result of 
earlier hearings, the Commission is familiar with the 
change in the domestic telegraph situation. The Commis¬ 
sion also has had occasion at the hearings on the Order No. 
12 of the Telegraph Division, to review rather fully the 
competitive situation existing in the transoceanic cable 
and wireless field. 

It is not my purpose in outlining the testimony which is 
to be given by witnesses, to refer to any of the aspects of 
this competitive situation other than those which directly 
show the importance in this competitive situation, of main¬ 
taining the opportunity of competition for all of the 
101 units of the industry which are furnishing a general 
telegraph communications service. 

In order that we may present before the Commission in 
this proceeding the full facts that affect this competitive 
situation in the field of transoceanic communications by 
wire and radio, our witnesses will give an outline of 
services rendered by the Mackay System companies and 
the relation of those services to the services of the West¬ 
ern Union Telegraph Company and R. C. A. Communica¬ 
tions, Inc. 

They will show that the Radio Corporation of America 
was organized shortly after the war to take over the in¬ 
terests of the American-Marconi, which was affiliated with 
British-Marconi. They will further show how, shortly 
after the organization of The Radio Corporation, it 
acquired all of the patent rights for radio-telegraph com¬ 
munication— 

Mr. Wozencraft (Interrupting): Mr. Chairman, I object 
to this very unusual procedure of counsel making an 
original statement concerning matter which will obviously 
be very definitely in conflict in the testimony. So far as I 
am advised, there is no provision for it in the rules of the 
Commission. I remember quite well that at the beginning 
of the hearing on Telegraph Division Order No. 12, Mr. 
Page was permitted by the Commission without objection, 
and you let in his statement of those appearing for other 
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interests to make quite a long statement which received 
very wide publicity over the United States. 

I object to counsel’s being given an opportunity to make 
a statement concerning the Radio Corporation and R. C. 

A. Communications, Inc., which will Enable the 
102 International Telephone and Telegraph Company 
to duplicate that newspaper scoop. | 

I think the testimony here ought to be introduced by 
testimony in question and answer form to the witnesses. 
Certainly there are allegations in the appearance of the 
Maekay Radio & Telegraph Company, which, jwere it a 
pleading in court, would be subject to a demurrer because 
of inconsistency on the face of the pleadings, and I do not 
think that respondents ought to be subjected to the volun¬ 
tary statements of counsel as to what he hope^ to prove. 

I think this hearing is to hear the evidence and the facts, 
and not counsel’s views in the beginning, with the con¬ 
sequent publicity results. j 

I therefore object to any statement by counsel concern¬ 
ing the R. C. A., and the R. C. A. Communications, Inc., 
and ask that such testimony concerning the respondents 
that I represent be introduced by sworn statement and not 
by an exparte self-serving legal statement at |;he begin¬ 


ning. 


Mr. Kern: Mr. Chairman, I am outlining th$ competi¬ 
tive situation and the development of this competitive 
situation and the problems involved in the hearing, and 
setting forth the evidence that we are going to offer to the 
Commission in this proceeding. If there is any objection 
to the relevancy of any of the evidence, that can be made 
when the witness is on the stand and when the evidence is 
tendered, but this Commission has requested us tj) consider 
among other things: | 

“Any and all activities of the Maekay Radio & Tel¬ 
egraph Company and/or the International telephone 
Company or any subsidiaries thereof, in Norway!or in any 
other country or countries, in establishing or de- 
103 veloping or attempting to establish and develop 
radio telegraph circuits,” and also in a letter of 
January 3, 1936 has requested us for full information con¬ 
cerning “any and all activities of the R. C. A. Copimuniea- 
tions, R. C. A., or any companies directly controlling or 
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controlled by said company, in Norway or in any other 
country or countries in establishing and developing or 
attempting to establish or develop radio telegraph cir¬ 
cuits. ’’ 

It seems to me that this is not the place for an objection 
to be made as to the relevancy of these things, but this is 
a statement of the evidence that we are going to put in, 
and this is a very proper statement of counsel, and not any 
offering of evidence in the statement of counsel; but an 
outline of the evidence that is going to be submitted to the 
Commission. 

If this Commission does not have the perspective of all 
of the presentation of the case, it is going to be difficult to 
make rulings as to particular parts of the evidence without 
getting the picture of the entire case that we intend to pre¬ 
sent. 

I therefore submit that there is nothing objectionable in 
this statement 'which has just been read, that we will show 
that the Radio Corporation of America was organized 
shortly after the war—I do not think there can be any ob¬ 
jection to that. 

Mr. Wozencraft: No, not to that one statement. 

The Chairman: Just a moment, Mr. Kern. Mr. Kern, 
the Commission is of the opinion that it would be better 
for you to proceed through your witnesses. 

104 Mr. Kern: I would like to complete the statement 
so far as some of these other points are concerned. 
I wanted to develop further about what the Mackay 
Company intends to prove in regard to its own circuits. I 
think that if the Commission has the whole story of this, 
we will have a lot easier development of the story by wit¬ 
nesses, and which witnesses are going to testify on differ¬ 
ent subjects. 

Might I remind the Commission that in the hearings 
which were held before the Federal Radio Commission on 
the applications for wave lengths, the first statement in 
every case was a statement by counsel of the very nature 
which we are now discussing, outlining the competitive sit¬ 
uation and the nature of the problems involved. 

I have the citations of the record. Mr. Manton Davis 
stated in the hearings on the point to point domestic com¬ 
munications, also the statement made by Mr. Charles E. 
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Hughes at the beginning outlining the whole competitive 
situation in the same way. 

That has been the practice before the Federal Radio 
Commission, and it seems to me that this is in no way 
prejudicial to anyone, but it is enlightening to| the Com¬ 
mission as to the procedure in our presentation of evi- * 
dence, and I would respectfully request that unless there 
is evidence in here that the Commission wishbs to have 
excluded, then they may make the motion to stfike out at 
any time after the evidence is in, but that we be I permitted 
to state the case which we wish to present to thb Commis¬ 
sion. * ! 

i 

Mr. Wozencraft: May I call attention to the; fact, Mr. 
Chairman, that the appearance of the applicant is 
105 supposed to be just that. The purpose of the 
appearance as it is generally understood, is to give 
the applicant an opportunity to state what he intends to 
prove. Applicant has filed an appearance. It jis coming 
in now and making an additional statement, which is in 
effect a violation of all of the rules of the Comnkission, by 
giving the applicant an opportunity to file an Additional 
oral appearance and statement of evidence he pxpects to 
prove, and certainly as far as the introduction of evidence 
is concerned, it cannot be helped by the self-serving dec¬ 
laration of counsel, to be given to the press. 

Of course, we can always make a motion to $trike, and 
of course, after it is in the record and has beep given to 
the press, your motion to strike amounts to just nothing at 
all in so far as the press is concerned. i 

Mr. Chairman, I hope the Commission will hot change 
the obviously correct ruling which it has made.! 

Mr. Kern: Mr. Chairman, I would like to statb first that 
no copy of this has been delivered to anyone. If |the Chair¬ 
man will look at my notes (indicating) he will see that 
obviously they were not intended for anyone but this Com¬ 
mission. In order that this record may be clear, there is 
not another copy that has any of these notes on. j It is not 
intended for the press, but it is intended for the orderly 
presentation of this case. j 

The Chairman: The Commission is convinced that every 
party to this case is trying it before the Commission and 
not elsewhere. The ruling is made, Mr. Kern. 

i 

I 

i 

I 

• i 

i 

i 

i 

i 

i 

i 

i 

i 

i 

i 
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Mr. Royce: Mr. Chairman: With some reluctance, on 
behalf of the Trustees who have just intervened, I do not 
know exactly your practice with regard to excep- 

106 tions, but I would like to note if I may, an exception 
to the refusal to allow counsel to proceed in an 

opening statement in accordance with the appearance be¬ 
ing the pleading in this proceeding. I do not know what 
your practice, as I say is in the matter of exceptions. 

The Chairman: The exception will be noted. 

Mr. Kern: May I note one also for the applicant? 

The Chairman: Yes. 

Mr. Kern: Is the ruling that counsel will not be allowed 
to make any statement as to what we expect to prove 
further? 

The Chairman: The Commission is of the opinion, Mr. 
Kern, that it will be better if you will proceed directly with 
your witnesses. 

Mr. Kern: And no statements by counsel? I have some 
problems that I would like to present, and if I will have no 
further opportunity to present them, I do not wish tres¬ 
pass against the ruling. 

The Chairman: The Chair will not afford any counsel 
an opportunity to do that which is now denied you. I can 
assure you of that, Mr. Kern. 

Mr. Kern: The first witness for the Mackav Radio & 
Telegraph Company of Delaware is Mr. Ellery W. Stone, 
the operating vice president of the company. 

107 Whereupon Ellery W. Stone a witness called on be¬ 
half of the Applicant, having been first duly sworn, 

was examined and testified as follows: 

Direct Examination 
By Mr. Kern: 

Q. Will you state your full name and position? A. 
Ellery W. Stone, operating vice president of the Mackay 
Radio & Telegraph Company. 

Q. Mr. Stone, will you state how long you have been vice 
president of the Mackay Radio & Telegraph Company? 
A. Since 1931. 

Q. Had you had communications experience prior to that 
date? A. Beginning in 1914, I was made an assistant 
radio inspector of the Department of Commerce at San 
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Francisco, and since that time I have been continuously 
engaged in radio. j 

Q. Did you have radio service during the war period 
also? A. Yes, sir. I was lieutenant in the United States 

7 i 

Naval Reserve from 1917 until late in 1919 when! I was re¬ 
leased from active service, and in that position was 
District Communications Superintendent for the 12th 
Naval District, in command of all Naval radio activities 
in the southern half of that District. 

Q. Did you have communication experience with any 
other companies prior to joining the Mackay Radio & Tel¬ 
egraph Company? A. Yes, sir, I was the president of the 
Federal Telegraph Company, appointed to that; position 
in 1924, and continued in that position until 1930. 
108 Q. They had communication service? Are you 
going to deal with that in your statement? A. I 
will deal with that in my statement, Mr. Kern, j 

Q. Are you an officer of the Naval Reserve?! A. Yes, 
sir, lieutenant-commander. | 

111 The Witness: As outlined by counsel, Mackay 
Radio and Telegraph Company, Inc. (Delaware) 
has applied to this Commission for permission to! add Oslo, 
Norway, as a primary point of communication fdr three of 
the stations (frequencies) already licensed by the Com¬ 
mission. | 

This application is made in order to enable u£ to estab¬ 
lish and operate a direct radiotelegraphic circuit to Oslo 
with the Norwegian Telegraph Administration,; pursuant 
to the terms of a traffic agreement entered into by the 
Company with the Government of Norway last year. 

The form of the agreement filed with the Comiyiission on 
August 7, 1935 is similar to many others already! filed with 
the Commission by this Company and its competitor, R. C. 
A. Communications, Inc. * | 

Mr. Wozencraft: I object to that as a conclusion. The 
contract is the best evidence. j 

i 

I 

By Mr. Kern: I 

Q. Have you the contract with you, Mr. Stone? A. Yes. 
Q. Will you produce a copy of the agreement? 

Mr. Kimball: I object to the testimony further that it is 
the same as the contracts entered into by the R. C. A. Com- 
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munications unless the contracts with which it is 
112 claimed thev are the same are also introduced as a 
part of the record. 

Mr. Kern: Those contracts will be introduced before the 
testimony is finished. 

The Witness: I have here a copy of the agreement as it 
will be signed. 

The Chairman: Wliat agreement is that? 

The Witness: The agreement of the Norwegian Admin¬ 
istration. 

The Chairman: Do you have the R. C. A. contracts 
there? 

The Witness: I have a book of the Federal Trade Com¬ 
mission, my personal copy, in which many of the R. C. A. 
agreements are printed. 

The Chairman: The objection will be sustained. If those 
contracts come into evidence later, the Commission draw 
its own conclusion as to similarity after reading the con¬ 
tract. 

Mr. Kern: Mr. Chairman, under the new rules, the 
Commission has authorized the introduction in evidence of 
copies of reports of Government departments, and pro¬ 
vides for the submission of copies of parts for admission 
in the record, on condition, I believe, that any of the other 
parties may put in any other part of the document into the 
record if the extract submitted is inadequate. 

I have here two certified copies of the Federal Trade 
Commission report of the radio industry which was made 
in response to House Resolution 548, 67th Congress, 4th 
Section, dated December 1, 1923. I am going to ask that 
these be marked for identification at this moment in order 
that we can offer parts of these in evidence during the 
course of the proceeding without trying to put the whole 
book in evidence, as it would unnecessarily en- 
113 cumber the record. Therefore, I merely ask that 
thev be marked at this time, as I will wish to offer 
parts of these which contain these contracts which are re¬ 
ferred to by the witness. 

The Chairman: They will be marked for identification 

onlv at this time. 

* 
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(The document referred to was marked ‘: Applicant’s 
Exhibit No. 1, Dockets 3336, 3337 and 3338/ 7 |for identifi¬ 
cation. ) | 

Mr. Kern: Mr. Chairman, I offer in evidence as appli¬ 
cant’s exhibit, the traffic agreement between the Handels 
Administration of Norway and the Mackay Rhdio & Tel¬ 
egraph Company in the form in which it is to be executed. 
Further testimony as to this will be furnished by other 
witnesses. This will be Exhibit No. 2. I have extra copies 
of this which I will furnish to the Commission and counsel, 
and two copies for the record. ! 

Mr. Wozencraft: I object to the introduction of the ex¬ 
hibit. The statement is that it is the form of the contract 
in which it will be signed. Nobody knows in! what form 
the contract will be signed until it is signed, arid the intro¬ 
duction here of a contract which has not beefi signed, a 
contract which has not been executed and ratified, cer¬ 
tainly is premature. No man can give assurance that a 
contract not signed will be signed, or that a contract signed 
and not ratified will be ratified, and to come here with a 
contract which is not signed certainly is asking the Com¬ 
mission and the respondents to argue about ia pig in a 
poke. | 

Mr. Kimball: I object to it further on the ground that 
it is not a contract. It may be an understanding, but 
114 it is not a contract. 

The Chairman: Will you tell us a |little more 
fully what this is? j 

Mr. Kern: I will elicit it from the witness, j 

I 

By Mr. Kern: i 

I 

Q. Is the agreement with the Norwegian Administra¬ 
tion, that these contracts will be signed in that iform? 

Mr. Wozencraft: I ask that the witness testify only 
from his own knowledge. 

The Witness: I am informed by— ! 

Mr. Wozencraft (Interrupting): I object toiit. 

The Witness: I am advised by my assistant in Europe— 

The Chairman (Interposing): Do you know!? 

The Witness: I have not been to Norway, Dr. Stewart, 
but my assistant is here in this room, who conducted the 
negotiations. j 

I 

i 


i 

I 

i 
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Mr. Kimball: I submit that the testimony would be 
better from him that it is from Mr. Stone. 

Mr. Kern: Before the Chair rules, I would like to make 
a statement on that. Mr. Stone is the operating vice pres¬ 
ident of the Mackay Radio & Telegraph Company. It is 
his duty to supervise all operations of the company. He 
comes and testifies here that we have an agreement with 
the Norwegian Administration to sign a contract in ex¬ 
actly the form which we are presenting to this Commis¬ 
sion. Whether he gets this through his assistants or other¬ 
wise, does not change the nature of the fact that there is 
an agreement and it is his duty to know what that agree¬ 
ment is. We will have the other witnesses on for any 
cross-examination that the Commission desires, but 
115 this is certainly admissible at this time. 

Mr. Kennedy: Mr. Kern, are you offering as part 
of that, the letter of June 14th? 

Mr. Kern: Yes. And of the letter of November 14th at 
the same time. 

The Chairman: Mr. Kern, exactly what is this offered 
as? 

Mr. Kern: This is the agreement with the Norwegian 

Administration which has been testified to bv Mr. Stone 

* 

that we have an agreement to enter into the agreement in 
this form. 

Mr. Kimball: Which is it? 

Mr. Kern: This is the agreement, which is to be entered 
into pursuant to an agreement which we have with the Nor¬ 
wegian Administration of Posts and Telegraphs. 

The Chairman: You are offering this then as a pro¬ 
posed agreement? 

Mr. Kern: An agreement that has already been agreed 
upon to be signed, and that is a mere formality. 

Mr. Kimball: I object to it upon that ground, because it 
is obviouslv not so. 

The Chairman: It will be admitted as a proposed agree¬ 
ment, in the light of Mr. Kern’s statement. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 2, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the posses¬ 
sion of the Commission.) 
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Mr. Wozencraft: Mr. Chairman, may I ask if the agree¬ 
ment to sign the agreement is also to be put in evidence? 

The Chairman: Mr. Kern, will you answer that? 
Mr. Kern: Yes, we will put the witness on who 
made the agreement, to testify as to the ^erms there- 


116 


of. 


i 

Mr. Kennedy: Mr. Kern, will you give us a copy of the 
November 14 letter? i 

Mr. Kern: l^ou already have the earlier letter, haven’t 
you? I haven’t an extra copy of that. 

The Witness: I should like to add that we hkve request¬ 
ed the Norwegian Administration to add at the end of 
Article 16, the following portion of the last sentence: 

“Without offering the same terms to the other party to 
this agreement,” so that the language of that section will 
then be: j 

“Neither party during the continuance of this agree¬ 
ment shall by modification or renewal of existing agree¬ 
ments or otherwise, enter into a contract With a third 
party concerning radio telegraph traffic between Norway 
and the United States of America upon terms more favor¬ 
able than those covered in this agreement or its modifica¬ 
tions without offering the same terms to the other party to 
this agreement. ’ ’ 

Commissioner Brown: What are you reading from, Mr. 
Stone ? | 

The Witness: Article 16 of the draft. 

Commissioner Brown: In this Exhibit No. 2 which I 
have there is no Article 16. r 

The Witness: It is an incomplete copy. I will give you 
one. | 

Mr. Wozencraft: Mr. Commissioner, the statement of 
the witness, that they are even now asking the Norwegian 
Administion to agree to a further modification of 
117 the contract before its execution shows the indefin¬ 
ite character of the thing which is termqd an agree¬ 
ment, about which an agreement has been reached for sig¬ 
nature. 

This is not a technical objection, may it please the Com¬ 
mission; it is a very real one. We have here the definite 
statement of a witness, first, that there is an agreement, 
that this proposed agreement will be signed, ind now we 
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have a statement in the next breath from the same witness 
that they are asking for a modification of this agreement 
about which there is an agreement before it is signed. 

May I renew the objection if the terms of Paragraph 16 
show, which in my judgment are obviously illegal, that 
this suggested agreement or the terms of Paragraph 16 
may be changed before the final signature of the contract, 
and that applies to any other terms of this proposed con¬ 
tract. I object to testimony concerning proposed changes 
where there is no evidence that the Norwegian Administra¬ 
tion has agreed to the proposed change, and I renew the ob¬ 
jection to the entire proposed form of agreement. 

The Chairman: The objection will be overruled. 

Mr. Wozencraft: I note an exception. 

The Chairman: It mav be noted. 

The Witness: Briefly, the contract provides that the 
Mackav Radio— 

y 

The Chairman (Interposing): Do you refer to the pro¬ 
posed agreement when you say “the contract” 1 ? 

The Witness: I will modify the language, Dr. Stewart. 

Mr. Kimball: Just a moment. I object to this 
118 statement of what this contract or proposed con¬ 
tract is. The contract or the proposed contract or 
whatever it is, speaks for itself. 

The Chairman: Off the record, gentlemen. 

(Discussion off the record.) 

The Chairman: The objection will be sustained. 

By Mr. Kern: 

Q. Will you proceed, Mr. Stone ? A. All classes of 
traffic will be handled over the proposed circuit at the same 
rates as are now charged by all other carriers, i. e.: 


48 cents per word 
24 cents per word 
15 cents per word 
30 cents per word 
12 cents per word 
7 cents per word 
12 cents per word 
$2.00 


Urgent 
Full rate 

CDE - 5 word minimum 
CDE - urgent 
LC deferred 
Press 

Government 

NLT - 25 word minimum, plus 
8 cents for each additional word 
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The applicant in the present proceedings jis Mackay 
Radio and Telegraph Company, Inc. of Delaware, which is 
operated together with the Mackay Radio and Telegraph 
Company (California) as the Mackay Radio System. In 
order to understand why the Delaware Company has re¬ 
quested permission to establish a radio circuit jointly with 
the Norwegian Government in competition with the radio 
circuit of R. C. A. Communications, Inc., it may be helpful 
to review the origin and growth of both of the Mackay 
Radio Companies. j 

This outline of the growth of the Mackay Radio 

119 System will show that for many years a seiries of acts 
performed by the Radio Corporation of America, the 

parent company of R. C. A. Communications^ Inc., has 
blocked our efforts— j 

I 

Mr. Wozencraft (Interrupting): I object to! that as a 
conclusion, a general statement and based upon ho evidence 
in the record; self-serving in a high degree. j 
The Chairman: I think it will be better, Mr. Sjone, if you 
would state what the acts are referred to, rather than your 
conclusions. | 

The Witness: Very good. 

Mr. Kern: That comes later in your statement. Do you 
want to wait until later, or take it up now? j 

The Witness: Well, Doctor, I am confronted in connec¬ 
tion with your ruling, with deciding whether what, to all 
practical purposes, is to me as an operating man, a radio 
monopoly of communication with foreign countries, is a con¬ 
clusion on my part, or a factual situation with which I am 
confronted every day that I am in business. | 

The Chairman: State the facts and the Commission will 
draw its own conclusions. j 

Mr. Wozencraft: Mr. Chairman, may I renew the objec¬ 
tion to the reading of the statement which the witness him¬ 
self says is so drawn that he must be confused by the ruling 
of the Chair on a very obvious legal point. I bbject fur¬ 
ther to voluntary statements of the witness concerning what 
he chooses to call the monopoly of the R. C. A., aiyd ask that 
that be stricken. ! 

i 

The Chairman: Are you moving to strike ? j 

Mr. Wozencraft: I am moving to strike out refer- 

120 ences to what he terms a monopoly. 


i 
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The Chairman: Objection sustained. 

Mr. Wozencraft: I object to the reading of the state¬ 
ment which the witness states he himself is confused in 
reading because of the ruling of the Chair, and I ask again 
that the examination proceed in orderly form of question 
and answer; and in that connection I call attention to some¬ 
thing I did not call attention to before because I thought it 
was so obvious. Counsel for the applicant has gone back 
and gone back a decade or more, to refer to statements 
which were read before the predecessor Commission of this 
body, under entirely different circumstances and in an en¬ 
tirely different character of proceeding. Certainly that is 
no precedent for this Commission. In all earnestness, may 
it please the Commission, I do ask that the witness be 
helped out of his confusion by having the examination pro¬ 
ceed on a question and answer basis w T here timely objections 
may be interposed. 

Th6 Chairman: The objection w r ill be overruled. 

(Discussion off the record.) 

By Mr. Kern: 

Q. Will you proceed, please? A. Mackay Radio and 
Telegraph Company (California) was caused to be organ¬ 
ized by The Mackay Companies in 1927 for the purpose of 
taking title to and operating the radio stations and other 
communication properties of Federal Telegraph Company. 
The latter company wras organized in California in 1911 to 
acquire the American rights to the patents and inventions 
of Valdemar Poulsen, A Danish scientist and inventor. 

Utilizing his inventions, the Federal Telegraph Corn- 
121 pany was the first to make practical application of 
continuous weaves in radio. Continuous weaves revo¬ 
lutionized the art of radio communication and, with the ex¬ 
ception of a relatively few spark transmitters still in use 
aboard merchant ships, are in universal use today. 

The modern generator of continuous w r aves, the vacuum 
tube oscillator, in use by all radio agencies in this country 
today—the Army, Navy, American Telephone and Tele¬ 
graph Company, the communication, marine and broadcast 
subsidiaries of R. C. A., and Mackay Radio—was the fruit 
of the early research of Federal Telegraph Company, being 
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invented by Dr. Lee De Forest while in our employ as an 
engineer in 1912. j 

The radio compass or radio direction finder as used in 
the American merchant marine today was first introduced 
by Federal Telegraph Company, having been invented by 
Dr. Frederick Kolster, its Chief Research Engineer, who 
is today conducting important research for Macjray Radio. 

By June 1911, Federal had established radip telegraph 
stations at the larger cities on the Pacific Coadt and con¬ 
ducted a general telegraph service between those cities, in 
competition with the wire companies, until October 1927 
whe its communication properties were sold to the Mackay 
System. j 

In 1912, we established the first commercial radio service 
to Hawaii, offering a general telegraph service in competi¬ 
tion with the cable. 

I 

In 1917, upon the entry of the United States into the 
World IVar, the operation of our stations was taken over 
by the Navy. After the War, we reestablished our domestic 
circuits on the Pacific Coast but lack of finances pre- 
122 vented our reestablishing our former service to 
Hawaii until acquisition of our communication activ¬ 
ities by the Mackay System. 

Beginning in 1913, the Navy standardized on Federal 
equipment for its chain of high powder stations and from 
1915 to 1919 transmitters from 200 kw. to 100p kw. were 
purchased from Federal by the Navy. During the same 
period, the Navy purchased large quantities o^ 20 and 30 
kw. Federal transmitters for installation throughout its 
radio communication system generally including all large 
ships of the fleet. In addition, over 200 smaller Federal 
transmitters were purchased by the* Government for mer¬ 
chant vessels of the Emergency Fleet Corporation. 

The period following the Armistice was marked by a tre¬ 
mendous interest in radio communication by the various 
governments of the world. 

I 

(Papers are handed to Mr. Kern.) 

133 Mr. Kern: Mr. Chairman, I wish to offer in evi¬ 
dence Applicant’s Exhibit 5, the traffic agreement be¬ 
tween the Radio Corporation of America and the National 
Council of Reconstruction representing the National Gov- 


i 
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eminent of the Republic of China, dated November 10,1928. 
This copy has been obtained from the Commission files pur¬ 
suant to a request made prior to this hearing to make these 
available at the hearing. This is Document No. 121 in the 
Commission files. 

The Chairman: It will be received. 

Mr. Wozencraft: Please note our objection that it is im¬ 
material and irrelevant. 

The Chairman: Your objection and exception are noted. 

(The document referred to was received in evidence, 
marked 44 Applicant’s Exhibit No. 5, Docket Nos. 3336, 3337 
and 3338/ ’ and is filed with the transcript in the possession 
of the Commission.) 

By Mr. Kern: 

Q. Proceed, Mr. Stone. A. Following the acquisition of 
the radio properties of Federal by the Mackav System in 
1927, the Mackay System early in 1928 acquired a company 
in New York whose principal asset was a lease which it held 
from the Navy on a transmitting station at Sayville, Long 
Island. Its name was changed to Mackay Radio and Tele¬ 
graph Company, Inc., (Delaware). Later in 1928, the Mac¬ 
kay System was acquired by the International Telephone 
and Telegraph Company. 

At the time Federal sold its communication properties 
to the Mackay System in 1927, it entered into a man- 
134 ufacturing agreement with the Mackay System to 
supply it with radio equipment. 

Mr. Wozencraft: I object to that unless the agreement 
is produced. 

Mr. Kern: Certainly this witness can testify that they 
entered into agreements. If he wishes to cross-examine and 
ask for the agreement, that is something that you can take 
up at a later date. 

The Chairman: Objection overruled. 

Mr. Wozencraft: Exception. 

The Witness: In 1931 the Federal Telegraph Company 
was purchased and is now a subsidiary of the Mackay Radio 
of Delaware. It is today engaged in the manufacture of 
radio equipment for the Mackay Radio System. 

In. deciding to develop extensively the use of radio in 
1927, the Mackay System continued a policy which it had 
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been pursuing for some years past and as to which other 
witnesses will testify in more detail. But as Prebident of 
Federal Telegraph Company in 1927 and actively engaged 
on behalf of my company in the negotiations with Mr. Mac- 
kay and the representatives of the Mackay System (among 
them Mr. Deegan and Mr. Goldhammer who ar0 present 
here today), I can testify of my own knowledge thbt at that 
time I welcomed the opportunity to link my company with 
the Mackay System— 

Mr. Wozencraft (interrupting): I object to that as a 
self-serving declaration and immaterial. j 

The Chairman: Overruled. 

Mr. Wozencraft: Exception. 

The Witness (continuing): —because I saw in 

135 that alliance an opportunity for Federal Telegraph 
to take a major part in the development of r&dio com¬ 
munication both in this country and with other Countries 
which our own limited capital would not permit ub to do on 
our own and which it was evident by that time! that we 
should fall short of realizing through our affiliatioij with the 
Radio Corporation of America in the Pacific areal. 

I have not been disappointed in my hopes. Th^ Mackay 
System, in turn strengthened and aided by the j Interna¬ 
tional since 1928, has constantly striven to develop its radio 
service for public communication not only in the United 
States but with other countries as well. The onlkr serious 
obstacle to this development by the Mackay System has 
been the one agency,—the Radio Corporation of Ajnerica,— 
which, at every turn, has taken steps to preserve its monop¬ 
olistic position— 

Mr. Wozencraft: I object to the words “ monopolistic po¬ 
sition’ ’ as a conclusion and self-serving. I 

The Witness: May I say “exclusive”? j 

Mr. Wozencraft: I object to the word “exclusive”. 

The Chairman: Let it stand at “position.” And you 
can show what it is. j 

By Mr. Kern: i 

I 

i 

Q. I will ask you a couple of questions there, Mr. Stone. 
Until the entry of the Mackay Radio, was there ^ny radio 
circuit for general public service telegraphic cofiimunica- 
tion with China other than that of the Radio Corporation of 

I 

I 

i 
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America, the agreement for which is set forth in Appli¬ 
cant’s exhibit? I mean general public service. A. 

136 No, if your question is limited to communication with 
the United States. 

Q. With the United States, yes. A. No. 

Q. Was there any radio circuit for general public service 
between the United States and England other than the 
Radio Corporation of America service? A. There is only 
that circuit in operation between the United States and 
Great Britain todav. 

V 

Q. As to France, are there any other general public serv¬ 
ice radio telegraph circuits between France and the United 
States other than that conducted bv the R. C. A. Communi- 
cations, Inc? A. No, sir. 

Q. Does the same situation exist as to Sweden? A. The 
same situation obtains. 

Q. In other words, the R. C. A. has the only direct radio 
telegraph communication with Sweden for general public 
service communication by radio telegraph? A. Yes, sir, 
with the United States. That is correct. 

Q. Does the same situation exist as to Poland? A. Yes, 
sir. 

Q. Does it exist as to other countries, without the neces¬ 
sity of naming all of them ? A. With many other countries. 
Q. Does it exist as to Norway today ? A. Yes, sir. 

Q. If we do not establish our radio telegraph circuit ? A. 
Yes, sir. 

137 Q. There is no circuit for radio telegraph com¬ 
munication for general public service with Norway 

other than the R. C. A. Communications radio circuit at the 
present time ? A. That is the only circuit. 

Q. Will you continue? A. The position of R. C. A. in 
this respect might well be contrasted with the broad view 
of radio expansion by a competitor which Mr. Newcomb 
Carlton took a number of years ago, when, in testimony be¬ 
fore a Senate committee in 1930, he he said: 

Mr. Wozencraft (interrupting): I object to that, Mr. 
Chairman. There is no possible object in quoting every¬ 
body in the world. 

Mr. Kimball: I join in that objection. It certainly is not 
relevant here. 
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The Witness: I thought the Western Union was oppos¬ 
ing our going into Norway. j 

Mr. Wozencraft: I object to the volunteer statement of 
the witness. 

The Witness: I am merely explaining why I put | it in my 
statement. 

Mr. Kern: I would like to preface my offer of this and 
ask Mr. Stone did he hear Mr. Carlton make this statement? 

The Witness: I did. | 

l 

I 

By Mr. Kern: 


Q. And this is the statement made by Mr. Carltop, which 
is inconsistent with the position that his company 
138 has taken at this present time, the Western Union? 

A. It is quite inconsistent with the position now 
being taken. I 

Mr. Kern: I do not see why the statement should not be 
admitted at this time. j 

_____ i 

Mr. Kimball: Mr. Chairman, I have sat patiently here 
and let Mr. Wozencraft make all of the objections.! I have 
agreed with every one of them. They were seriously put 
forth. This statement of Mr. Stone’s had better be! charac¬ 
terized at this time for what it is. It is simply a statement 
of bombast. He has gone out and gotten everybody he can 
think of that he thinks could bolster his position. ! 

I understood from the order of the Commission that we 
were down here to decide one simple fact, and that jis, were 
the Mackay Radio and Telegraph Company entitled to open 
up a radio circuit to Norway ? If that is the simple issue, 
what in the world relevancy has any statement thht New¬ 
comb Carlton may have made, on the general radio picture? 
What relevancy has any statement that Mr. Hubbard may 
have made, and what relevancy has any arrangement which 
they may have made in 1928 or years prior thereto ? | 

I object to the relevancy of the statement and I Respect¬ 
fully ask that the hearing be confined to the issues upon 
which counsel are prepared: to-wit, whether or not the Mac¬ 
kay Radio Company ought to be permitted to extend a radio 
circuit into Norway. j 

Mr. Kern: Mr. Chairman, may I make a short statement 
on that ? ! 




i 
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i 



The Chairman: Yes. 
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139 Mr. Kern: Very often I agree with Mr. Kimball 
in working before this Commission, but at this mo¬ 
ment I must disagree. This is not bombast. This is a ques¬ 
tion of the competitive situation on a route for competitive 
radio and telegraph service. It is not limited to any one 
country, and the attitude of the then head of the Western 
Union and still the chairman of the board as to the develop¬ 
ment of radio in connection with international communica¬ 
tions, which attitude is inconsistent with the attitude that is 
being taken by the Western Union here today is the pur¬ 
pose of introducing this statement. 

Mr. Kimball: What materiality has it if we are consis¬ 
tent or inconsistent ? How does that help to decide the ques¬ 
tion whether Mackay can go to Norway? 

The Chairman: Objection sustained. 

By Mr. Kern: 

Q. Proceed. A. However, Mr. Carlton did qualify his 
endorsement— 

Mr. Kimball (interrupting): I object to that. 

The Chairman: The objection was sustained. 

The Witness: Following International’s acquisition of 
the Mackay System in 1928, Mackay Radio opened circuits 
in 1929 to Honolulu, Lima, Peru, and established a trans¬ 
continental circuit between New York and San Francisco. 

In 1930 it opened circuits to Manila and Buenos Aires. 
In 1931, it opened circuits to Camaguey, Cuba, Vienna and 
Bogota, Colombia. 

In 1932, it opened a circuit to Budapest. 

In 1933, it opened circuits to Vatican City, Copen- 

140 hagen, Santiago, Chile, and Shanghai. In the same 
year, it further extended its domestic service by 

opening stations at New Orleans, Chicago and Seattle. 

In 1934, it opened a circuit to Tokyo and further ex¬ 
tended its domestic radio service by establishing a circuit 
between New York and Washington. 

In 1934 and 1935, the service of Mackay Radio was fur¬ 
ther extended by providing additional feeder circuits to 
its radio trunk circuits in connecting by wire to Boston, 
Philadelphia, Camden and Detroit in competition with R. C. 

A. 

Last week, service was established to Rio de Janeiro. 
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The foregoing describes our fixed or point-to-]doint radio 
circuits. In addition, Mackay Radio and its predecessor 
Federal Telegraph have for more than twenty ^ears been 
engaged in ship-to-shore communication. Beginning in 
1914, Federal established its first coastal station at San 
Francisco for radio communication with merchant ships 
and first supplied American ships with radio equipment. 
This was the first application of continuous wave transmis¬ 
sion for communication with ships, and for the first time 
made possible reliable long distance communication in the 
ship-to-shore service. Today, we have three coastal sta¬ 
tions on the Pacific and five such stations on th^ Atlantic 
Seaboard with approximately 300 American shipsj equipped 
or serviced by Mackay Radio. 

This is the record of our accomplishment to dat$. But we 
have had many obstacles to combate which have hindered or 
delayed our progress. In 1931, we entered intb a traffic 
agreement with the Czechoslovakian Government 
141 for the establishing of a direct radio circuit to 
Prague— ! 

Mr. Wozencraft (interrupting): If the Commission 
please, I object to the question of Czechoslavakia unless the 
Commission is really interested in it, simply on the basis 
of immateriality and irrelevance. If-the Commission wants 
to go through the Czechoslavakian arbitration and hearing, 
where briefs were presented and testimony, and what the 
decree of the Arbitration Commission was, we! shall be 
ready to meet the issue on that, but I can not see that it has 
very much to do with the Norwegian circuit or with the gen¬ 
eral competitive situation at the present time. i 

Mr. Kern: Mr. Chairman, I would like to make a state- 
ment before you make a ruling on that. We do ndt think it 
is necessary to introduce every brief and eve^y traffic 
agreement in connection with this. We are willing' that it 
should be done. We have no objection to any evidjence that 
the Commission wishes to put in, or any that the | Commis¬ 
sion wishes our competitors to put in. We believe l it is pos¬ 
sible to indicate the nature of the traffic agreement! that was 
made, and the fact that there was objection to that traffic 
agreement, and arbitration under it, and the contentions,— 
all in a very short statement which is not presenting one 


i 
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side or the other of the positions taken by the companies, so 
as to inform this commission of the issue. 

I am perfectly willing to place it with the counsel for the 
R. C. A. if they desire, so as not to have anything that could 
be considered objectionable offered. I believe this whole 
matter is relevant. We have no objection to their going 
into it as fully as they want to, but we do not propose 

142 to offer the briefs and the testimony unless it is made 
necessary on the ground of their objections. 

Mr. Wozencraft: Mr. Chairman, the thing that we are 
dealing within this hearing is the present competitive situa¬ 
tion and the future competitive situation. What the facts 
are concerning the Norwegian situation and what the facts 
are concerning the competition to Europe. It does not 
make a great deal of difference in so far as this hearing is 
concerned, about anything across the Pacific or to South 
America, because of the fact that Mackay and R. C. A. cir¬ 
cuits are both already there. It does make a great deal of 
difference as to what the present competitive situation is in 
Europe, because there are likely to be many applications 
and hearings as to the inauguration of additional radio tele¬ 
graph service between the United States and Europe. 

The statement of history which does not affect the pres¬ 
ent competitive situation, certainly is out of place. I con¬ 
fess that the Commission felt differently as to its being out 
of place in the trans-Pacific situation. I think it is out of 
place in this situation, because if this Commission is to do 
the job which Congress has given it to do, of establishing 
an American communications policy for the first time, and 
in which this hearing is perhaps the first, perhaps an early 
major step, then we must clear the air and to present the 
situation clearly as it exists affecting the public, affecting 
the American public interest, affecting the communications 
companies involved. 

Much of the testimony which has been introduced is not in 
any sense enlightening in so far as the present corn- 

143 petitive situations of the companies are concerned, 
and the benefit to the public and to American public 

interests. 

The Czechoslovakian situation is not even of academic 
interest. We have an economic situation which, after an 
hour and three-quarters has not yet been touched upon. 
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The present competitive situation, which after an hour and 
three-quarters has not yet been touched upon. I Object that 
the Czechoslovakian situation, the history certainly has no 
place in this record. 

The Chairman: The Chair agrees with Mr. Mfozencraft 
that this hearing may have something to do with the estab¬ 
lishment of a policy by this Commission. The Commission 
has no desire to try to establish a policy without consider¬ 
ing history. The objection will be overruled. j 
Mr. Wozencraft: Exception. i 

Mr. Kern: Mr. Chairman, I am not going to offer all of 
this matter on the Czechoslovakian matter other than to 

i 

make the statement that we are ready to produc^ any mat¬ 
ter that will meet that objection. | 

Mr. Kimball: I would like to be advised by l|he Chair. 
The only communication in connection with this hearing 
which the Western Union received was the notice No. 
15,188, the preface to which stated that the application was 
set for hearing for the following reasons,—and gives six 
reasons, all of which are directly related and related only to 
traffic to Norway, the circumstances and the Conditions 
under which it will be given, the inroads it may make on the 
traffic of other communication carriers; but nowhere in this 
order or this notice am I advised or my company advised of 
anything except the circuit to Norway would be considered. 

Now do I understand the Chair to rule that not 
144 only the competitive situation on the East 0oast, but 
the competitive situation on the West CoasJ:, plus the 
competitive situation of the Western Union and the Postal 
is the subject of this hearing? 

The Chairman: The Chair’s ruling is not so bijoad. The 
Chair will rule with respect to the particular offerings as 
made. I think the ruling as thus far made has been fairly 
clear as to their intent if not as to their purpose. 

By Mr. Kern: 

Q. Mr. Stone, will you repeat that last statement now? 
A. In 1931, we entered into a traffic agreement. 

Q. Who is 44 we”! A. The Mackay Radio of ^Delaware, 
entered into a traffic agreement with the Czechoslovakian 
Government for the establishing of a direct radio circuit to 
Prague for the handling of routed traffic only, since R. C. A. 
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C. already held an agreement with that Government 
whereby it was obliged to send all unrouted traffic for the 
United States to R. C. A. C. R. C. A. C. contended that anv 
agreement by the Czechoslovakian Government to open a 
second direct circuit— 

Mr. Wozencraft (interrupting): I object to the state¬ 
ment by the witness as to what R. C. A. contended. If they 
want to go into this thing, I ask for the production of the 
additional records, rather than letting the witness state it 
in the manner in which he does. 

Mr. Kern: Here is the statement (indicating). 

Mr. Wozencraft: Counsel for the applicant offers 
145 to counsel for the respondent now a copy of this 
statement which has been gone into without notice 
of any character. The only thing that counsel for the re¬ 
spondent can do under the Commission ruling is to ask for 
the production of original documents, and not for the con¬ 
clusions or self-serving declarations or perhaps inaccurate 
statements, because after all the witness is a layman and 
not a lawyer, as to what took place in an arbitration. 

Mr. Kern: Mr. Chairman, I believe it might simplify 
matters if I offer for incorporation by reference, the com¬ 
plete sets of agreements in this case, with the liberty of 
counsel that they put anything they wish in. We have 
nothing on this that we wish to put in other than the state¬ 
ment of this particular contention that I have read. 

The Chairman: You mean in the Czechoslovakian case? 

Mr. Kern: The objections made by R. C. A. and the ar¬ 
bitration resulting therefrom. 

The Chairman: In the absence of an agreement among 
counsel as to the limitation of this in some respects, the 
Chair feels it is best to have the whole record in. 

Mr. Kern: May I offer this for incorporation by refer¬ 
ence in lieu of putting it physically into the record? 

Commissioner Brown: Please identify it a little more 
closelv. 

Mr. Wozencraft: I did not hear the Chair’s ruling that 
it be put in by reference. 

The Chairman: I understood it was going to be put in as 
an exhibit. 

Mr. Kern: I prefer to have it put in by reference. 
Mr. Wozencraft: Let us have it in the record. 


146 
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Mr. Royce: If it becomes a part of the record, could 
counsel agree that it be not printed unless necessary, to 
save expense? 

Mr. Wozencraft: I have no objection as lohg as the 
whole thing is available to the Commission. But I renew the 
objection that it is immaterial and irrelevant akid has no 
place in this hearing. j 

Mr. Kern: I offer Applicant’s Exhibit 6, a boufid volume 
containing 1, a copy of a traffic agreement entered into be¬ 
tween the Radio Corporation of America and the Adminis¬ 
tration of Posts and Telegraph of the Republic of Czecho¬ 
slovakia dated November 26, 1928; 2, copies of letters con¬ 
stituting a traffic agreement entered into betweep the Mac- 
kay Radio and Telegraph Company of Delaware and the 
Czechoslovakian Administrator of Posts and Telegraph. 
These letters are dated June 26, 1931— | 

Mr. Wozencraft (interrupting): I don’t care whether he 
reads exactly what is to be put in as long as he puts it in 
and as long as I have counsel’s assurance that thpt is every 
single document of every character that went to or came 
from the Board of Arbitration in the Czechoslovakian Ar¬ 
bitration. 

Mr. Kern: All I know is that this is our complete file 
that we have on this subject. 

Mr. Wozencraft: I object to that. There is ijo showing 
whatever that the offer is correct, that the copies are cor¬ 
rect, or that it is complete. 

Mr. Kern: You can ask the witness whether |here were 
any other documents. 

The Chairman: Let that volume be marked for 
148 identification as Applicant’s Exhibit 6, apd the rul¬ 
ing as to the admission of the exhibit will t}e reserved 
until there has been an opportunity to check the exact con¬ 
tents. 

Mr. Wozencraft: The vice-president and general mana¬ 
ger of the R. C. A., Mr. Winterbottom, will be a witness 
later, and he informs me that there is a great d^al of pri¬ 
vate I. T. and T. correspondence in the volume as offered 
which certainly is subject to objection if his understanding 
of the contents of the volume is correct. 

I 

The Chairman: I suggest that counsel get together on 
this, or let me know definitely what your objections are. 

I 


i 
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(The document referred to was marked “Applicant’s Ex¬ 
hibit No. 6, Docket Nos. 3336, 3337 and 3338, for identifica¬ 
tion.”) 

The Chairman: Now you may proceed. 

The Witness: It is my understanding that the arbitra¬ 
tors hold that R. C. A.— 

Mr. Wozencraft (interrupting): I object to that,—his 
understanding. 

Mr. Kimball: The same objection. 

The Chairman: The Commission will determine for it¬ 
self what the holding was if these documents are admitted. 

The Witness: Following the decision of the arbitrators 
in the Czechoslovakian case, copies of the arbitrators’ de¬ 
cision were sent by R. C. A. to all foreign radio companies— 
Mr. Wozencraft (interrupting): I object to that as 
149 a statement of hearsay and ask for the proof if that 
is the case. 

The Witness: I will be glad to submit it. 

Mr. Wozencraft: I object to the statement pending the 
submission of the proof. 

The Witness: I have it here. 

Mr. Wozencraft: I would like to see it. 

The Chairman: We would like to see the proof rather 
than the statement. 

The Witness: The proof is a letter from Mr. Shecklin, 
representative of the R. C. A. in China, to the Chinese Gov¬ 
ernment— 

Mr. Wozencraft (interrupting): May I see the letter 
first before you put it in the record? 

Mr. Kern: He is entitled to state what the letter is. 

Mr. Wozencraft: I do not think so before I have a 
chance to see it and make an objection. 

(After examining paper.) 

Mr. Wozencraft: The letter is subject to my objection 
and exception. 

The Chairman: On what ground? 

Mr. Wozencraft: On the ground that it is not proof of 
the witness’ statement that the arbitrators’ decision was 
circulated throughout the world by R. C. A. Communica¬ 
tions, Inc.; and on the further ground that the proof of the 
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accuracy of the letter has not been offered, unless the wit¬ 
ness has himself compared the original which he has— 
Mr. Kern (interrupting): Mr. Chairman, I offer this for 
identification at this time, as I have a witness here 

150 who has compared this with the originali I do not 
wish to interrupt the presentation of thils case, but 

that will be put on at a later date. j 

The Chairman: Let it be marked for identification. 
(The document referred to was marked “Applicant’s Ex¬ 
hibit No. 7, Docket Nos. 3336, 3337 and 3338 foil identifica¬ 
tion.”) ' | 

i 

By Mr. Kern: j 

Q. Mr. Stone, referring to these three letters which have 
been marked Applicant’s Exhibit for Identification 7, did 
these come to you in your ordinary business of supervising 
the business of Radio—the Mackay Radio Company, for¬ 
warded to you by subordinates who obtained thejn from the 
administration in China? A. Yes, sir. ! 

7 i 

Mr. Wozencraft: I object to that as hearsay! as to how 
the subordinates obtained them, if they did. j 

Mr. Kern: Mr. Chairman, it is obviously impossible to 
have witnesses from every country in the world produce 
the original documents in those countries of thejworld. 

Mr. W ozencraft: The difficulty which applicant may 
have in getting witnesses from all countries of! the world 
does not entitle him to introduce purported copies of cor¬ 
respondence without proving their accuracy. i 

Mr. Kern: We are proving that this is a copy that was 
submitted to the administration, and by the administration 
to our representative abroad, and in the normal course of 
business forwarded to the operating vice-president of the 
company. I 

Mr. W ozencraft: I think the normal j course of 

151 business requires a great deal of definition, Mr. 
Chairman. 

The Chairman: Your objection was to the question, as 
I recall, as to whether this came to him in th4 ordinary 
course of business. I will have the reporter repeat the 
question. | 
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(The question is repeated.) 

The Chairman: Your answer goes to the fact that it 
came to you in the ordinary course of business, or are you 
testifying also as to how your subordinates got them, other 
than as appears from the face of the letter f 

The Witness: Only as appears to me that they were for¬ 
warded to me in the ordinary course of business. 

The Chairman: Objection overruled. 

Mr. Wozencraft: I ask for the privilege of cross-exam¬ 
ining the witness at this point before final ruling of the 
Chair, as to how the witness obtained them, and as to how 
his subordinates obtained them. The witness has stated 
that it was in the ordinary course of business, and that 
statement is a conclusion, and the witness’s statement that 
his subordinates obtained them from the ministry are both 
obviously -hearsay, and before the exhibit is admitted, re¬ 
spondent respectfully submits that it has the right of cross- 
examination in order to keep the exhibit out if they are not 
proven. 

The Chairman: The exhibit itself has not been offered as 
I understand it, except for identification. 

Mr. Kern: I offer it on the basis that the testimony given 
by Mr. Stone now is sufficient. 

Mr. Wozencraft: I object on the grounds already stated. 

The Chairman: Mr. Wozencraft, you may ask 
152 what questions you have of the witness with respect 
to this proffered exhibit. 

Preliminarv Cross-Examination 

By Mr. Wozencraft: 

Q. How did you get this exhibit? A. It was sent to me 
by my assistant in China, Mr. Chapman, the vice-president 
of the Mackay Radio and Telegraph. 

Q. Have you a copy of his letter? A. No, sir. 

Q. Did he send it to you in an accompanying letter? A. 
I should say it w’as forwarded in a letter to my assistant at 
that time, the late Mr. Tuel. 

Q. Is that letter in your files? A. It may be; I would 
have to look. 

Q. Do you know the contents of that letter ? A. I think it 
was substantially— 
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Q. (Interrupting) I did not know you what the contents 
were. I asked you if you ask the contents. A. Well, to 
know them, I would have to have some idea of w|hat was in 
them, and I am trying to state what they were, hs I recall. 

Q. And did all three of these letters come at the same 
time with the same letter from Mr. Chapman to Mr. Tuel? 
A. I can not testify as to that from memory offhand. My 
impression is— I 

Q. (Interrupting) Excuse me. A. Excuse mp. My im¬ 
pression is that they were sent together, the three of them. 

Q. That is only an impression? A. That is my 

153 present recollection. j 

Q. That is only your recollection? You don’t know 
whether it is a fact or not? A. It is my belief. 

Q. You don’t know whether it is a fact or not; it is a be¬ 
lief, a recollection, or an impression? A. That is what I 
stated. 

Q. Have you any personal knowledge as to howl Mr. Chap¬ 
man got these purported letters from the Ministry of 
China? A. I think they were given to him. 

Q. Do you know? A. No, I was not in China! 

Mr. Wozencraft: Mr. Chairman, I think very obviously 
the objection already stated is good. 

The Chairman: The ruling will be reserved. ' 

Mr. Wozencraft: If the ruling should be adverse to this 
respondent, if the Commission please, would the Commis¬ 
sion object to giving the respondent an exception when it 
makes the ruling? 

The Chairman: That will be done. i 

i 

The Witness: The Czechoslovakian Government, on the 
other hand, addressed communications to our Department 
of Commerce, Radio Division, stating that when!it made its 
traffic agreement— j 

Mr. Wozencraft (interrupting): I object to| this state¬ 

ment as to what was in communications addressed by the 
Czechoslovakian Administration to the Department of Com¬ 
merce. | 

The Witness: I will be glad to submit it. 

154 Mr. Kern: Before this proceeding, 1 asked for 
certified copies of letters directed to the Federal 

Radio Commission by the Czechoslovakian Government, 
protesting against the exclusion of the possibility of a traffic 

I 

i 

i 

i 
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circuit with the Mackay Radio and Telegraph Company. I 
understand that those are prepared or will be delivered if 
they are tendered in evidence and admitted in evidence. I 
wish to file at this time— 

Mr. Kennedy: They are being copied by the Secretary’s 
office now, I understand. 

Mr. Kern: I will ask that‘you reserve decision on this 
particular point until the Secretary’s office has copied those, 
and I will offer them this afternoon. 

Mr. Wozencraft: I am not objecting because certified 
copies are not here. I am not objecting to the letter of 
certification on formal grounds at all. I am objecting to 
copies of letters which can not be testified as being correct. 
I have no desire in this hearing to rely on technical grounds 
as to certification or anything of that kind, but I do want to 
know that the evidence offered is accurate. 

The Chairman: The Chair understands that situation, 
Mr. Kern having expected that the letters to which refer¬ 
ence has been made, would be here at this time. 

The Witness: I have copies here. 

Mr. Kern: Those we will offer as copies if there is no ob¬ 
jection to the fact that they are not taken from the Com¬ 
mission’s file. 

Mr. Wozencraft: I have no objection on formal grounds. 
I would like to see them. 

155 Mr. Kern: This is a letter addressed to the 
Federal Radio Commission— 

The Chairman (interrupting): Just a minute. Off the 
record. 

(Discussion off the record.) 

The Chairman: The Chair understands that this phase 
of the matter will be dropped at this time and gone into 
this afternoon by counsel when copies of letters now being 
prepared by the Commission from it files are available. 

The Witness: In 1932, Mackay Radio concluded an agree¬ 
ment with Radio France, a French radio company, for the 
opening of a radio circuit to France for the handling of 
routed traffic only. Upon representations by R. C. A. C. 
to the Ministry of Posts and Telegraphs that our agree¬ 
ment would constitute— 
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Mr. Wozencraft (interrupting): I object to that state¬ 
ment as to representations made by R. C. A. C. and ask for 
the production of the representations. j 

The Witness: I can produce a copy and the original letter 
from the operating head of Radio France, Emil Girardeau, 
who advised us— 

The Chairman (interrupting): In the letter^ 

The Witness: In the letter. j 

__ • i 

The Chairman: I think it would be advisable to produce 
the letter and let it speak for itself. 

Mr. Wozencraft: I have no objection on formal grounds 
to the introduction of any evidence emanating from a 
foreign administration or company during the time of the 
negotiations. I think that is perfectly i proper all 
156 the way through for both sides. Do you agree with 
that ? | 

Mr. Kern: Provided the evidence is clear and reliable. 

_ i 

The Witness: Here is the letter in French (indicating) 
and here (indicating) is the English translation. 

Mr. Wozencraft: Thank you. I will take the English 
translation. 


(Discussion off the record.) | 

Mr. Kern: I offer as Applicant’s Exhibit 8, a translation 
of a letter dated June 20, 1932, from Mr. Giracleau to Mr. 
Wright, and I have here the original letter, but as counsel 
does not desire the French letter, I am offering the trans¬ 
lation alone unless there is some objection. | 

The Chairman: Unless counsel agrees that the transla¬ 
tion is accurate, the Commission for its own use would like 
to have the original offered. j 

Mr. Kern: If you wish it, we would ask to have it re¬ 
turned to our files. ! 

The Witness: We have a copy in French too. 

The Chairman: Is there any objection? 

Mr. Wozencraft: Yes. Objected to because it is imma¬ 
terial, irrelevant, and having no bearing whatever on the 
present competitive situation. 

Mr. Kimball: I join in that objection. j 

The Chairman: The objection is overruled. It will be ad¬ 
mitted. 


I 

i 


i 
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165 Mr. Kern: Before proceeding with the testimony, 
I now offer in evidence as Exhibit 12 of the applicant, 

the traffic agreement between the Radio Corporation of 
America and the Administration of Posts and Telegraphs 
of the Republic of Czechoslovakia dated November 10th, 
1928 which I received from the Commission files during the 
noon hour. It was referred in the arbitration proceedings 
which were admitted this morning. 

The Chairman: Any objection? 

Mr. Wozencraft: The usual objection as to materiality 
and irrelevancy. 

The Chairman: Overruled. 

Mr. Wozencraft: Exception 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 12, Dockets 3336, 3337 and 
3338,” and is filed with the transcript in the possession of 
the Commission.) 

Mr. Kern: I offer as Applicant’s Exhibit No. 13, a letter 
dated Mav 21, 1932 from the Ministrv of Posts and Tele- 
graphs of the Czechoslovakian Government, which was sent 
to the Commission, taken from the Commission files, fur¬ 
nished to me this morning pursuant to my request. 

Mr. Kimball: Who is it signed by? 

Mr. Kern: The signature is illegible. It is from the Com¬ 
mission files, however. 

Mr. Wozencraft: I object to the introduction. The 

166 letter is full of declarations, self-serving to the writer, 
constitutes his views as to things done concerning 

which definite evidence is available as to various things 
done, that in connection with the arbitration, gives his con¬ 
clusions of fact and of law rather than the facts themselves 
from which such conclusions can properly be drawn, and is 
irrelevant and immaterial. 

The Chairman: The objection will be overruled and it 
will be admitted. 

Mr. Wozencraft: Exception. 

(The document referred to was received in evidence, 
marked “ Ajjplicant’s Exhibit No. 13, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the posses¬ 
sion of the Commission.) 
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Mr. Kern: Mr. Chairman, I wish to offer in evidence as 
Exhibit 14, a copy of the agreement between the Kadio Cor¬ 
poration of America and the Western’Union Telegraph 
Company, transatlantic service, dated September 22, 1931 
which copy I have in duplicate certified by the Secretary of 
the Commission. j 

Mr. Kimball: What is the purpose of the pffer? 

Mr. Kern: The purpose of this offer is to show the con¬ 
tractual setup that exists and the competitive situation in 
connection with the establishment of transoceanic circuits 
in Europe. i 

While counsel is examining this, Mr. Chairman, I would 
like to offer as Applicant’s Exhibit No. 15, agreements be¬ 
tween R. C. A. C.— | 

Mr. Wozencraft (Interrupting) Just a minute. can ' 
not examine it and listen to what you are saying at 
167 the same time. 

Mr. Kimball: So far as the Western Uiiion is con- 

I 

cerned, there is no objection to this exhibit. | 

Mr. Wozencraft: That is one to which there is no ob- 
jection on our part. 

The Chairman: It will be received. ! 


(The document referred to was received ill evidence, 
marked “Applicant’s Exhibit No. 14, Dockets 3336. 3337, 
and 3338/ ’ and is filed with the transcript in the posses¬ 
sion of the Commission.) 

*■ i 

Mr. Kern: I now offer in evidence Applicant’s Exhibit 

15, which is the agreement between R. C. A. C. arid Western 

Union for joint use of certain offices trans-Atlantic service. 

October, 1932, Commission No. 653. This likewise certified 

bv the Secretarv of the Commission. 

* 

Mr. Wozencraft: If counsel will state that he is also go¬ 


ing to introduce later the later agreement cancelling the 
present agreement, I have no objection. If counsel offers 
the later agreement, I have no objection to this or to that. 


Mr. Kern: I may state that I asked for copies of all 
agreements on trans-Atlantic, and was given this by the 


Commission. 


The Chairman: It will be admitted. 


(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 15, Dockets 3336, 3337 


i 

i 
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and 3338,” and is filed with the transcript inn the posses¬ 
sion of the Commission.) 

Mr. Kern: I now offer as Applicant’s Exhibit 16, agree¬ 
ment between R. C. A. C. and Western Union Tele- 
168 graph Company, domestic and transatlantic service, 
dated April, 1934, Commission File No. 661. 

Mr. Kimball: No objection. 

The Chairman: It will be admitted. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 16, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the possession 
of the Commission.) 

173 Mr. Kern: Now, Mr. Chairman, I wish to offer in 
evidence an amendment to a consent decree entered 

in the United States District Court for the District of 
Delaware and in Equity Case No. 793, entitled “United 
States of America, Petitioner, vs. Radio Corporation 

174 of America, R. C. A. Communications, et al., Defen¬ 
dants.” This amendment to the consent decree is 

dated July 2, 1935. This copy is certified by the Clerk of 
the Court. 

181 The Chairman: The objection will be overruled. 

Mr. Wozencraft: Please note an exception. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 20, Dockets 3336, 3337 
and 3338,” and is filed with the transcript in the possession 
of the Commission.) 

182 The Witness: When the Chinese Government in 
1933 opened the circuit with us previously mentioned, 

for routed traffic onlv, R. C. A. C. made the same contention 
as in the case of Czechoslovakia, and the dispute was re¬ 
ferred to arbitration. In this case, the arbitrators 

183 held in 1935 that such a contract was not a violation 
of the agreement of R. C. A. C. with the Chinese 

Government despite the ruling in the Czechoslovakian 
case. 

187 The Witness: In the following year, 1931, West¬ 
ern Union entered into an agreement with R. C. A. C. 
whereby it agreed to act as a pick-up and delivery agency 
for the R. C. A. C.’s trans-Atlantic traffic and agreed to 
transfer to R. C. A. C. one eastward Western Union message 
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for each four and one-half westward messages turned over 
to it for delivery by R. C. A. C. j 

Bv Mr. Kern: j 

Q. That was the agreement we have already introduced 
in evidence? A. 1931. I have not seen the subsequent ones. 
This testimony is with respect to the 1931 agreenient. Since 
it would scarcely pay Western Union to turn ov^r to R. C. 
A. C. those trails-Atlantic messages on which Western Union 
would normally retain the greater portion of the tolls— 
Mr. Kimball: (Interposing) I object to that.j 
The Chairman: The contracts are in the record. The 
Commission will put its own interpretation upon! those con¬ 
tracts and will ignore the witness ’ interpretation jof the con¬ 
tract. ! 

i 

i 

■ i 

By Mr. Kern: j 

i 

! 

Q. I ask you, Mr. Stone, if you believe, as a communica¬ 
tion expert that if you had a contract which called for a 
return of four and one-half westward messages for each 
eastward message received, it would be natural |for you to 
turn over the westward messages to places you iserve with 
your own communications system to one [where you 
188 had to make out payments over lines to’ reach the 
destination. ! 

Mr. Kimball: I object to that question. What Mr. Stone 
believes, with all due respect to him, as I see it, is not im¬ 
portant in connection with this contract. The Commission 
can take such view of it as it sees fit, and all this! testimony 
as to what Mr. Stone believes or does not believe is imma¬ 
terial and I object to it. j 

The Chairman: Objection sustained. 

The Witness: I should like to read, if it is in order, Mr. 
White’s printed statement. ! 

Mr. Kimball: Which Mr. White is that—president of 
the Western Union? | 

The Witness: Yes sir. j 

Mr. Kimball: I object to that as hearsay. I 

The Witness: It appeared in the New York Times and I 
did not see it denied. ! 

The Chairman: The objection will be sustained: 
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The Witness: We encountered strong opposition in 1932 
from Western Union when we endeavored to conclude a 
radio traffic agreement with Radio Swisse, a Swiss radio 
company. 

Mr. Kimball: That is not testimony, Mr. Chairman, and 
I move to strike it out. 

Mr. Wozencraft: Mr. Chairman, that is nothing on earth 
but a conclusion. We have sat here for three and a half 
hours of testimony, except when there was argument on ob¬ 
jections (laughter). We have listened to comments on re¬ 
ports of representatives abroad together with the witness’ 
conclusions on matters that should be put into the record 
specifically with the opportunity for cross examina- 
189 tion on the matters testified to. Therefore, I would 
suggest that the examination proceed by the question 
and answer form, and let us have the facts testified to as 
facts and not as reports from foreign representatives. W'e 
can get lots of reports from our foreign representatives that 
might be helpful to us if the Commission would consider 
them as testimony, but I would hesitate to ask the Commis¬ 
sion to accept that type of testimony. 

The Chairman: The objection to the witness’ statement 
of conclusion will be sustained. If you have any facts, pro¬ 
ceed. 

The Witness: I have a memorandum here from Mr. But- 
ner, my assistant in Europe, who is present in this room, 
which describes to me his experience in Berne, Switzerland. 

The Chairman: Mr. Butner is here. 

The Witness: Yes sir. 

The Chairman: Then, let him testify to that. 

Mr. Kern: The witness has stated that this man reported 
to him that he encountered opposition and we have stated 
that that man is available here and subject to cross examina¬ 
tion. This is a report from an official who reports to him 
and I think, in the orderly presentation of the case we should 
admit the statement of the operating vice president that he 
had encountered that opposition and we will submit the wit¬ 
ness who made the report, for cross examination. 

Mr. Kimball: I am perfectly willing to admit that the 
witness had a report from his foreign representative, but 
the man who made it is the best witness to give the evidence. 

The Chairman: The Chair has ruled. 
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190 Mr. Kern: In view of the objections Vhich have 

been made and sustained as to the admissibn of testi¬ 
mony the reports that have been made, in course of busi¬ 
ness, to the operating vice president as to the difficulties 
that have been placed in the way of establishing circuits by 
competitive interests, we will leave out that part of the ex¬ 
amination at this time and will deal with it with other wit¬ 
nesses who have had more direct contact with itj in certain 
cases. | 

I would like to ask Mr. Stone now to give the reasons why, 
in his opinion, it is desirable that the Commission should 

i 

grant this application of the Mackay Radio and Telegraph 
Company for a radio circuit to Norway. 

The Witness: The first reason is that any telegraph 
company secures increased patronage as it increases its 
coverage. This increased patronage is not only represented 
by increased revenues from its new circuits bulj increased 
revenues for its already established circuits. It should be 
appreciated that customers generally do not like to split 
their files; they do not like to have to stop to consider what 
points a given company directly serves. 

Now, the Mackay Radio, because it has no direct circuits, 
carries but a very small amount of eastward traffic to Nor¬ 
way. It secures, and can secure, no westward traffic from 
Norway via its present route to Copenhagen, Denmark. The 
reason is, of course, obvious since it is naturally to the in¬ 
terest of any agency to send its traffic via the rbute which 
returns it the greatest income which, of course, is 

191 the direct route. Since we receive no westward traf¬ 
fic, our efforts to develop eastward traffic are greatly 

hindered. j 

I 

It is common talk in connection with telegraph traffic that 
“a message brings a message.” The inevitable tendency is 
for the recipient of a message to reply through the same 
company. Without westward traffic, it is almost impossible 
to develop eastward traffic. 

The cost of plant and operating expenses are not a 
straight line function in radio operation. Each added cir¬ 
cuit reduces the plant cost and operating expense applicable 
to every other circuit and a multiplicity of overseas cir¬ 
cuits are necessary for a radio company to-operate with- 
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out ultimate impairment of capital. This is because the 
initial cost of land, buildings, power and terminal equip¬ 
ment and several other items in a modern radio plant are 
high and can only be proved in, particularly under competi¬ 
tive conditions, if a large number of circuits are operated. 
Similarly, commercial expense is not a straight line function. 
It costs no more for a canvasser to sell the user on routing 
his messages via his company to a dozen countries than it 
does to sell him service to but three or four countries. The 
only difference is that in the first case the canvasser will 
have much more chance to secure the users’ business for 
even the three or four. 

Unless adequate revenues are obtained adequate engineer¬ 
ing cannot be conducted. Mackay Radio has demonstrated 
its ability to contribute to the development of the radio art 
in the past. We desire to continue that in the future, but 
we cannot if we are not permitted, in our opinion, to 
192 expand our service and to increase our revenues. 
There are other reasons why, but not peculiar to 

Mackay Radio. A witness on behalf of Commercial Cable 
•/ 

Company will show how essential it is to the communication 
svstem of which both Mackav Radio and Commercial Cables 
are units and to the cable company itself that Mackay Radio 
be permitted to establish this service in order to protect that 
system against further inroads by competitors. 

By Mr. Kern: 

Q. Have you any further statement you wish to make at 
this time, Mr. Stone? A. Under the traffic agreement con¬ 
cluded with the Norwegian administration, Mackay Radio 
will handle— 

Mr. Kimball: (Interposing) Just a minute; has that 
been introduced? 

The Witness: Mr. Wozencraft’s statement, repeated here 
in this proceeding, has placed the agreement in issue. 

Mr. Kern: That is the one you are talking about? 

The Witness: Yes sir. 

Mr. Kern: It is an agreement to sign an agreement, is 
it not? 

The Witness: Yes sir. 

Mr. Kimball: I have not seen that. 
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Mr. Wozencraft: There is no agreement in evidence to 
sign an agreement. | 

The Chairman: Now that it has been properly identified, 
you may proceed. 

193 The Witness: Under the agreement iii question, 
Mackey Radio will handle the same classes of traffic 

at the same rates as all other carriers and, so far as we un¬ 
derstand, at the same division of tolls as obtain today be¬ 
tween R.C.A.C. and its correspondents in most of the coun¬ 
tries with which it has circuits, including Norway. If such 
division of tolls is prejudicial to American interests, then 
all such contracts must be equally prejudicial. Yet this 
Commission and its predecessors have permitted the R.C. 
A.A.C. and this company to operate under such contracts 
where the effect has at all times necessarily been to reduce 
the amounts received by all American carriers. ! 

If Mackey Radio is prohibited by this Commission from 
extending its services to the countries reached by Radio 
Corporation when we are enabled to effect arrangements 
with foreign companies and administrations so to do, it is 
only a question of time before the effects of R.CjA.C.’s ex¬ 
clusive circuits and its contract with Western Union will 
be, to all intents and purposes, that of a complete monopoly 
in favor of R.C.A.C. and its contractual partner, Western 
Union, a monopoly that the Department of Justice sought to 
abolish— 

Mr. Wozencraft: I object. I 

The Chairman: Strike out the last few words about the 
Department of Justice. j 

The Witness: I have nothing to add, Mr. Chairman. 

The Chairman: Are there any further questions? 

Mr. Kern: I have no further questions. ! 

The Witness: There is a memorandum from Mr. Butt- 
ner to me, which the Commission may desire to have Mr. 
Buttner testify on, in preference to my stating— 

194 Mr. Kimball: Just a minute. I object t^> his read¬ 
ing that. Let Mr. Buttner testify to it. I 

The Witness: Very well; that is all. j 

The Chairman: Is there any further examination? 

Mr. Royce: No, sir. 

Mr. Kimball: May we have a recess for a$out three 
minutes ? 
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The Chairman: We will recess until quarter to four. 

(Whereupon a short recess was taken, at the conclusion 
of which the following occurred:) 

Cross Examination 

By Mr. Wozencraft: 

Q. Mr. Stone, do you have any connection with any radio 
activities of the I. T. & T. except those of the Mackay of 
Delaware and the Mackav of California? A. Yes, sir. 

Q. What contact do you have? A. I am the vice presi¬ 
dent and general manager of the Federal Telegraph Com¬ 
pany, a subsidiary of the Mackay of Delaware, and I am 
in charge of the other radio communications companies of 
the I. T. & T. 

Q. Where are they? A. Largely in South America, with 
the exception of one property which has a branch in Madrid, 
Spain. 

Q. Will you name that, please ? A. I am functional direc¬ 
tor of the radio activities of the Company Radio Inter¬ 
nationale of Brazil, the Company Radio Interna- 
195 tionale de Argentina, a similar title for Chile; a 
radio telegraph company in Buenos Aires, which I 
have already given, the Sociedad Anonima Radio de Ar¬ 
gentina. That is the company which has a branch in Spain. 

Q. That is Suissini? A. That used to be known as Suis- 
sini. 

Q. Is that all? A. Yes, sir. 

Q. Does the All American Cables have any stations? A. 
Yes, sir; I should have said that I have a functional direc¬ 
tion over their operations at Bogota, Colombia, and Lima, 
Peru. 

Q. Bogota and Lima and where else? A. That is all. 

Q. Is there a company in Cuba? A. There is the Radio 
Corporation of Cuba with a station at Camaguay, and there 
is a station of the Radio Corporation of Puerto Rico which 
shortly, together with the I. T. & T. will establish connec¬ 
tion between Puerto Rico and United States. 

Q. Are there any other radio companies that you have 
any connection with? A. My memory seems a little bad, 
Mr. Wozencraft. That is all for the moment, that occur to 


me. 
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Q. It is pretty hard to keep up with the number you are 
connected with? A. Yes. j 

Q. Where does the Federal operate and what does it do? 
A. It operates at Newark, New Jersey* and, as I 

196 have said, manufactures radio equipment largely for 
Mackay Radio; also it does some outside business as 

well. | 

Q. Has that company operated continuously as a manu¬ 
facturing company since it was taken over by f. T. & T.? 
A. Yes, sir. I 

Q. Never closed down? A. No, sir. 

Q. What is the volume of its production of radio equip¬ 
ment for Mackay Radio? A. In the neighborhood of several 
hundred thousand dollars a year. j 

Q. Several hundred thousand dollars a year? A. Yes, 
sir. I have not got the exact figures with me. It has been 
more in the past than currently because the need for addi¬ 
tional plant has grown less and less as we have improved 
our equipment. 

Q. Now, the Brazil company: What does it do? A. The 
Brazil company operates radio telephone with jthe United 
States in connection with American Telegraph &; Telephone 
Company. As I remarked yesterday, it established tele¬ 
graphic connection with Mackay Radio last week, although 
it is not handling radio traffic until the arrangements are 
more completely— ! 

Mr. Kimball: What did you mean by saying “as stated 
yesterday”? j 

The Witness: I am sorry. I meant as I stated this morn¬ 
ing. When I said this morning we opened }ast week— 

197 we operate radio, telephone and telegraph in Rio and 
Buenos Aires and radio telephone between Rio and 

Madrid, Spain. j 

By Mr. Wozencraft: 

i 

i 

i 

Q. Now, there are two Argentine companies. Shall we 
simply call one—A. S. A. R. A.—that is the Sociadad 
Anonima Radio de Argentine, and the other might be ab¬ 
breviated as C.I.D.R.A. That is the initial letters of the 
various names. 

Q. Let us take S.A.R.A. A. No, you take her (laughter). 
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Q. Where does S.A.R.A. operate? A. It looks like we 
had better compromise on “Radiar”. Radiar operates to 
New York radio telegraph and to Madrid, Spain, radio 
telegraph. 

Q. To New York and Madrid radio telegraph? A. Yes, 
sir. 

Q. And what shall we call the other one? A. SIDRA. 
That looks safe. 

Q. What does SIDRA do? A. Operates radio telephone 

to the United States in connection with the A.T.T., to 

London with the British Post Office, to Berlin with the Ger- 

man-Reichpost, to Paris with the French Ministry of Posts 

and Telegraphs, and to Madrid, Spain, with the Spanish 

telephone company also owned by International Telephone 

& Telegraph. Those are the telephone circuits. I should 

add in South America it also works directly from Buenos 

Aires radio telephone to Lima, Peru, and occasionally to 

Bogota, Colombia. It operates a radio telegraph 

198 onlv with Mackat Radio at New York. 

* 

Q. Does it plan to expand its radio telegraph oper¬ 
ations? A. I should not think so. 

Q. Why? A. Well, if anybody can find a way of getting 
into Europe in the face of what we have been up against 
with Mackay Radio, I would like to get the answer. 

Q. Have you not gotton recently into Czechoslovakia? 
A. Yes, since the Chinese arbitration decision we have been 
able to get in Prague. 

Q. What did the Chinese arbitration decision have to do 
with the South American case ? A. I said subsequent to the 
decision. I did not say based on it. I am not a lawyer, as 
was brought out this morning, and so I do not want to draw 
a conclusion as to what effect it had. 

Q. I will say you are quite a witness. Have you made 
any plans or have you any desire to extend direct radio 
telegraph circuits from Argentina to other points in 
Europe? A. We have a desire to furnish radio telegraph 
service wherever the need for it appears to be evident. 

Q. Does the need appear to be evident between South 
America and Europe? A. I would say distinctly so, to 
Germany. 

Q. And where else? A. Possibly to France and England. 


I 

I 

I 


I 

I 
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I 

Q. How about Japan? A. Of course I am al- 

199 ways coming up against this contractual situation— 

Q. What contractual situation? A. The relation¬ 
ship between existing administrations and exclusive con¬ 
tracts, of course— j 

The Chairman: I understood the question j;o relate to 
the need. i 

The Witness: I should have said “need and desire.’’ 

i 

I 

By Mr. Wozencraft: i 

i 

i 

Q. Is there the need for it between Argentina and Japan? 
A. Yes, sir; I think there is the need for it—4 direct cir¬ 
cuit—and there is now— j 

Q. How about Chile and Japan? A. I do not think there 
is a great deal of traffic between Chile and Japan, although 
because the division of tolls is, of course, more favorable, as 
I brought out in the case of our situation in Noifway, to the 
administration when it sends its traffic over direct circuits, 
I have no doubt that the parties at interest would have a 
direct circuit. j 

Q. Your company is one of the parties at direct interest? 
A. We would be one of the parties and the Japanese Ad¬ 
ministration, which controls— j 

Q. You had—A. I have not finished. | 

Q. Excuse me. A. The Japanese administration, which 
controls the telegraph business in Japan, would be the other 
party. I was speaking of All-American Cables. 

200 Mr. Kern: Chile was what he was talking about. 
The Witness: Are you speaking of Chile or Peru? 

Mr. Wozencraft: Yes. j 

The Witness: I am sorry. Going back to Chile, there 
is a very small wire pay-out between Chile ^nd Buenos 
Aires; so it would be probably a question of economics with* 
the Japanese whether they would want to set hp an addi¬ 
tional circuit to Santiago, Chile, as against seeding traffic 
to Buenos Aires and putting it over the trans-Andean wire 
lines to Santiago, Chile. I do not know what the answer 
is to that. It is a matter of conjecture. 

Q. Do you know whether or not any of the companies 

with which vou are connected in South America have made 

%/ 

any suggestions to Japan for the establishment of direct 

i 

i 


i 
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service between those countries and Japan? A. Not of my 
own knowledge, as I have not been in Japan. 

Q. Have you been in South America? A. No, sir. 

Q. You referred this morning to a lot of reports from 
your subordinates. A. I thought they were pretty gener¬ 
ally ruled out. 

Q. I think they were too, pretty generally, but do you 
have any knowledge of any character as to representations 
made by any company in South America—any radio tele¬ 
graph company in South America with which you are con¬ 
nected—to Japan, concerning the establishment of 

201 direct radio telegraph service? A. Only hearsay, if 
you care to have me testify to that. 

Q. Well, I think I would rather like it unless your com¬ 
pany objects. 

Mr. Kern: I have no objection if we are going to let him 
testify to the matters he tried to testify to this morning, 
but unless w’e are going to break down the rules, I do not 
think— 

Mr. Wozencraft: I ask for the production of a witness 
who is qualified to testify as to the activities of the South 
American I. T.T. companies. 

The Witness: I can state, as to the companies— 

By Mr. Wozencraft: 

Q. Don’t you know, as a matter of fact, that the repre¬ 
sentatives of the South American companies have made rep¬ 
resentations to Tokio asking for direct radio circuit to that 
country for business that is already now routed via the 
United States? A. I would be inclined to deny that. 

Q. Will you be able to check your records tonight and 
tell us about that tomorrow morning? 

The Witness: Will you read that question? 

(The reporter read the question.) 

The Witness: There have been some discussions, but 
based on communications I have had from our people in 
Japan. 

Q. Well, a contract usually starts with a discussion, does 
it not? A. I mean to imply that they were far from any con¬ 
tractual stage; in fact, I would doubt if they would 

202 lead to a contract. 


I 
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Q. But your company did initiate the discussions, 
did they not? A. There were some discussions and it is 
quite possible through that, we initiated them viith respect 
to a circuit in Santiago, Chile, to Tokio. 

Q. The Chile-Tokio business is now routed via; the United 
States? A. The business of the All-American (jables is. I 
think the business of the other carriers is sent, as I have in¬ 
dicated, by wire to Buenos Aires and then sent oVer the sta¬ 
tion that the R.C.A.C. has a 25 per cent interest in, to 

Tokio. | 

Q. The business of the R.C.A.C., All-American Cables 
and Mackay between Japan and Chile now gbes via the 
United States, does it not? A. What is that again? 

(The reporter read the question.) 

A. Well, I do not know what business the Western Union 
does or has in Chile or the Mackay Radio has ih Chile. If 
you mean by that any business sent to New [York from 
South America for Tokio is sent from New York pn by other 
means that, of course, is correct, but if you mban R.C.A. 
business from Santiago, Chile, I do not know as a matter of 
fact whether the consortium station at Santiago, having 
traffic for Tokio, sends it to the consortium ! station at 
Buenos Aires or sends *it to New York, and 1 think Mr. 

Winterbottom will have to answer that question. 

203 Q. Does Mackay Radio handle any business to 
South America originating in Tokio? A.| Yes. 

Q. Or any other sections of Japan? A. Yes, sir. 

Q. Does Commercial Pacific Cable? A. Ye?. 

Q. And it would be reasonable to presume, that R.C.A.C. 
does, would it not? A. I do not know. I am nbt trying to 
be evasive. I do not know whether you feel that, your part¬ 
ner in South America should enjoy that business directly 
or you send it yourself. I think only Mr. Wintehbottom can 
answer that. j 

Q. Let us confine ourselves, then, to the business which 
Commercial Pacific Cable and Mackay now hhndle from 
Tokio via the United States to Chile. That exists, does it 
not: there is such business? A. Yes. 

/ i 

Q. And if the conversations which you haye initiated 
in Japan should result in the establishment of a direct Chile- 
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Japan circuit, that business would go direct from Japan 
to Chile, would it not? A. Correct. 

Q. Thereby depriving the Commercial Pacific and Mac- 
kay Radio and their employees of the business? A. Well, 
I do not know how the employees get the business, but it 
would deprive the employees of handling it. 

Q. It would deprive the employees of handling it? A. 
That is correct. 

Q. Do you know whether or not any connection with the 
proposed—whether or not in connection with the pro- 

204 posed Norway-Mackay circuit, there was any sug¬ 
gestion to Norway that a direct circuit between Nor¬ 
way and any I.T.T. controlled radio telegraph company in 
South America could be established ? A. I do not know that. 

Q. Mr. Butner will be able to testify to that? A. He 
may. In general, I think one might say that a direct tele¬ 
graph service offers better service to the public than a re¬ 
lay or via route, such as we are compelled to have to Nor¬ 
way, and I should not be at all surprised if Japan wanted 
to establish direct circuits to other parts of South America 
the same as it has with the R.C.A. consortium station at 
Rio and Buenos Aires. As a matter of fact, getting back to 
your previous question, which I see I did not completely 
answer, if a circuit is open to Chile with the trans-radio or 
consortium station there, the R.C.A. would be the bene- 
ficiarv because of its interest in that station. The onlv dif- 
ference is that the American employees of the R.C.A. would 
not handle that traffic; it would be the South American em¬ 
ployees. 

Q. You, of course, do not know that R.C.A.C. does handle 
a substantial volume of traffic between Norway and South 
America via the United States? That would be a matter 
that Mr. Winterbottom would have to testify to? A. I would 
not be surprised if they did. The reason I am not is there 
is no direct circuit. That is quite a different situation 
than Tokio to South America, where there is a direct cir¬ 
cuit. 

Q. Mr. Winterbottom will be able to testify to that. 

205 Would you favor establishment, in connection with 
the proposed Mackav Norway-United States circuit, 

of a direct circuit between South America and Norway? A. 


i 
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* I 

i 

I 

That would depend on a great number of factors—whether 
there were enough traffic, whether the Norwegians wanted 
it, and whether the South American people wanted it. 
Frankly, I have not given it a great deal of thought. 

Q. In reaching a conclusion, you would be moved directly 
by the interests of the service in South America, would you 
not? A. If the service is in South America, [that is what 
should control; if the service is in the United States that 
should control, and if the service is in Norway that should 
control, and if it is a joint service between the various coun¬ 
tries, that joint service should be taken into cpnsideration. 

Q. In your proposed contract with Norway, jwill the busi¬ 
ness now handled between Norway and South America via 
Commercial Cable Company to New York an<} All Ameri¬ 
can Cable Company to South America, be handled by direct 
radio circuit if established between Norway and South 
America? A. If it was established from yopr station, it 
probably would not. If it was established with ours, it 
probably would. j 

Q. Would the business from your station in South Amer¬ 
ica, which now goes via All American cable and Commercial 
Cable, go via direct circuit if the South Ameijican-Norwe- 
gian circuit is established? A. If it is established 
206 with us, our traffic will go via that circuit; if it is 
established with the circuit you own, it will go over 
your circuit. 

Q. I am not asking that. A. You spoke of the circuit in 
South America and I have to distinguish between the pos¬ 
sibilities of where that circuit is established, j 

Q. I am not objecting to your distinguishing, j A. That is 
the only purpose in commenting on it. 

Mr. Kern: When you say “us” you are not jreferring to. 
Mackay Radio? I 

The Witness: No, sir; it does not operate in South 
America. I am referring to the companies of the I. T. T. 
as against the company that owns and operates the con¬ 
sortium station, in which the Radio Corporation has a 25 
per cent interest. j 

By Mr. Wozencraft: 

I 

I 

Q. You have stated that recently a direct circuit has been 
established between which one of your South American 
companies and Czecho-Slovakia? A. Radiar. 

i 

i 
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Q. What business from Czecho-Slovakia to the American 
Continent—the South American Continent—is that circuit 
a normal routing for? A. The South American Continent. 

Q. Would that include Central America ? A. Possibly; I 
would have to refresh my memory on that. 

Q. Would it include Cuba ? A. I doubt it. 

207 Q. Would it include Canada? A. By no means. 

Q. You know as a matter of fact messages are 

going from Czecho-Slovakia via your South American 
Radiar subsidiaries to Canada? A. I do not. 

Q. You do know, do you not, that Czecho-Slovakia trans¬ 
mits to Radiar on the same frequencies on which it trans¬ 
mits to R. C. A. Communications and that therefore mes¬ 
sages destined to Radiar in South America must be received 

bv R. C. A. Communications in New York in order for R. 
•/ 

C. A. Communications to receive messages from Czecho¬ 
slovakia destined to North America? A. I know nothing 
to contradict your statement of it. I will accept that. 

Q. What guarantee of revenue or traffic was given 
Czecho-Slovakia bv Radiar? A. None to my knowledge. 

Q. Do you know anything about the contract? A. Yes. 

Q. What are the provisions of the contract? A. Well, 
they are like most Radio traffic agreements. There was no 
guarantee of revenue. 

Q. Was there a guarantee of revenue to Norway? A. No. 
Q. Was there a suggestion to Norway as to the amount 
of revenue which it would receive as the result of the 
Mackav-Norway contract ? A. There very probably 

208 was a discussion of what volume of traffic there 
would be for Norwav. 

Q. Was there a definite discussion of the amount that 
Norway would receive from the proposed Mackav-Norway 
circuit, if established? A. I should be inclinded to doubt 
whether Mr. Butner ever made any definite guarantees. I 
do not know how he could have or would have. 

Q. At any rate, the question should be asked of Mr. But¬ 
ner? A. Yes. 

Q. What control or information do you have concerning 
the points for which RADIAR is handling traffic from 
Czecho-Slovakia? A. Will you say that again? 

The Chairman: Read him the question. 


i 
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i 

i 

(The reporter read the question) 

i 

A. Well, we receive a traffic report from RADIAR that 
would indicate that. j 

Q. Does any of this business destined to Spain go 
through your companies via Buenos Aires? A. Yes. 

Q. Why f A. i thought, I had testified to the ve|ry obvious 
reasons. Since our competitor succeeded in getting our 
direct circuit closed to Spain, we had to use the only route 
available to us. 

I 

Mr. Wozencraft: I object to that as a voluntary obser¬ 
vation of the witness and as a conclusion on facts certainly 
not in evidence, if they be facts at all, which have 

209 been excluded heretofore by the Commission. 

The Chairman: The answer will be stricken. 

A. We route via Buenos Aires because today we have, as 
in the past, no direct circuit to Madrid. j 

Q. Who is “we”! A. Mackay Radio. 

Q. Where does Mackay Radio gets its business in this 
countrv? A. Via its own soliciting efforts. 

Q. Does it have operating offices in this country]? A. Yes. 

Q. Does it have offices to which the public may come and 
file messages? A. As is pretty generally known, it works 
with the Postal Telegraph for that purpose. 

Q. Then .the messages to which you refer comq from the 
Postal? A. No, only those messages specifically routed via 
Mackay Radio for Spain come from Postal. 

Q. How about Spain to the United States? Do messages 
come from Spain to the United States via RADfAR? A. 
Yes, ever since the time our direct circuit wfus closed. 

210 Q. What is the nearest point to Spain that com¬ 
mercial cables reach? A. The Azores, jl should 

imagine. j 

Q. From the Azores is there a cable to Spain? A. Yes, 
the Italian cable goes into Spain from the Azores and there 
is also the direct Spanish cable which goes from Great 
Britain down to Spain. ] 

Q. You testify that the Italian cable goes from the 

Azores to Spain. Is that correct? A. That is iny under¬ 
standing—that it touches in Spain. 

Q. Has I. T. T. any interest in that Italian cable!? A. Not 
to my knowledge. I should be very much inclined to 
doubt it. I 
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Q. But there is an automatic connection at the Azores be¬ 
tween the Commercial Cables and the Italian Cable for mes¬ 
sages from New York to Spain, is there not? A. Both 
Western Union and Commercial Cables connect with the 
Italian and German cables at the Azores. 

Q. Automatically? A. I imagine it is automatic. 

Q. Does a message from the United States to Spain get 
there more quickly if sent via radio or direct cable ? A. It 
depends on the delivery in Spain. 

Q. How about the receipt in Spain? A. Well, when I 
say delivery in Spain, I mean receipt by the recipient of the 
message. 

1 Q. I mean receipt by the RADIAR or radio-tele- 

211 graph company? A. It is not addressed to the tele¬ 
graph company; it is addressed to an individual or 

business firm. 

Q. Nevertheless, does the telegraph company get the mes¬ 
sage more quickly if it is sent via direct cable or via 
RADIAR in South America? A. Normally it would get it 
quicker through the direct cable route, but that does not 
mean the customer would, necessarilv. 

Q. Your testimony is that the only messages which are 
routed from the United States via RADIAR are those 
which are specifically so routed by the senders ? A. Via 

Mackav. 

«/ 

Q. Why do the customers do that ? A. Probably because 

our canvassers endeavor to get them to send them that 

wav—because thev have been sold on it. 

* » 

Q. The only difference is that Mackay is selling them on 
an indirect route and R. C. A. C. on a direct route ? A. We 
hope to go back to our direct route. 

Q. At the present time you are soliciting that business on 
an indirect route as against the direct route? A. That is 
correct. The route today is indirect. It is just as in the 
wire business, you may have a route from New York to San 
Francisco some davs via one citv and another dav via an- 
other city, when there is no direct circuit. You sell tele¬ 
graph service and not a physical route. 

Q. But you are competing with the direct service of the 
Commercial Cable Company which you have testified 

212 is at least a sister company ? A. Yes; on business to 
Spain. 
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Q. Do you know what revenue radiar down in Argentine 
gets from handling messages from Czecho Slovakia via Ar¬ 
gentine to points in North America, such as Canada? A. I 
told you that I was not aware that RADIAR w[as taking 
any business for Canada. 

Q. If it did, do you know what revenue it would get? A. 
I could produce it. I do not have it at my finger tips. I did 
not know I was to be subject to cross examination on South 
American countries. I 

Q. I did not know we were going to the Far East either. 
A. My reference to the Far East was merely with reference 
to United States business to and from the Far East. 

Q. Do you know what revenue RADIAR would get on 
messages via Czecho Slovakia to Cuba? A. If it handles 
any messages to Cuba, which I doubt, it would be very easy 
to obtain that. I can have it at the morning sessibn. 

Q. Can you have both in the morning? A. If any traffic 
«is handled, I will have it. I 

Q. Now, what revenue do Commercial Cable i and All- 
American Cables lose by the sending of messages from 
Czecho Slovakia direct to Argentine instead of yia Com¬ 
mercial Cable to the United States and All-American Cables 
to Argentine? A. I am afraid I missed that. j 
The Chairman: Read the question to him. 


(The question was read by the reporter.) 

l 

213 The Witness: They would lose the relative pro¬ 
portions which the two companies would Teceive of 
the through tolls on the messages they send via New York. 


By Mr. Wozencraft: j 

Q. And that is a larger amount, is it not, than RADIAR’S 
portion of the direct toll on the radio-telegraph circuit from 
Czecho Slovakia to Argentine? A. The radio circuits, Mr. 
Wozencraft, receive less than is received by the cable routes 
when the cable route is owned by the one America^ carrier. 
You, of course, introduced that, in connection with Com¬ 
munications ; we did not 

Q. I thought you testified rather enthusiastically concern¬ 
ing what you had done in connection with the Federal— A. 
(Interposing) I did where the Federal operated tlie trans¬ 
oceanic and owned both ends of the circuits—that is to Ha¬ 
waii, where your situation was similar to ours. We did not 

i 
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pioneer, as compared to Radio Corporation, the trans-At¬ 
lantic held to Europe. 

Q. Why should you, when you owned all the cables except 
Western Union and the French. A. I think that will be 
brought out by Mr. Goldhammer—why we were interested 
in trans-Atlantic communications. 

Q. You do no doubt know that the Commercial Cable 
Company has Czecho Slovakian solicitors in Czecho Slo¬ 
vakia? A. I do not know what their nationality is, 

214 but there are solicitors in Czecho Slovakia. (Laugh¬ 
ter) 

Q. And that they solicit business via Commercial Cable 
and All-American Cable from Czech Slovakia to South 
America? A. Probably for Mackay Radio also or for 
RADIAR. 

Q. When they do solicit for RADIAR and get a message 
diverted from Commercial Cables to All-American Cables, 
the I. T. T. gets less revenue that if it went via — A. (In-* 
terposing) On that message, but that is not the reason I. 
T. T. is interested in the development of that business. The 
reason it takes less is to get more business that would other¬ 
wise go via our competitors. 

Q. It is pretty hard to make more profit on business on 
which you receive less— A. (Interposing) I am speaking 
of receiving more messages that formerly went via our 
competitors. 

Q. All the business from Czecho Slovakia to South Amer¬ 
ican that RADIAR gets is business which the solicitors of 
the Commercial Cable Company would not have been able to 
get for Commercial Cable Company? A. I did not say that. 
I said that that was additional business that we got that 
was over and above the previous volume, and which we did 
not get previously. That is the reason we go after the 
business over the direct radio circuits. That is new busi¬ 
ness which is economically sound from our point of view. 

Q. In other words, from the I. T. T. point of view, I. T. T. 
hope to get more business and more profit by direct radio 
circuit via Czecho Slovakia to RADIAR than it would 

215 have gotten from that portion of the business which 
its solicitors in Czecho Slovakia would have suc¬ 
ceeded in having routed via Commercial and via All-Ameri¬ 
can Cables. Is that correct? A. That is correct and it is 
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based on our experience to this point where we j have been 
able to establish direct radio circuits, after our icables had 
lost business to the circuits of our competitors, namely, 
Japan and South America. 

Q. The fact the revenue comes to I. T. T. through a South 
American subsidiary rather than the Commercial Cable 
Company is immaterial? Is that a fact? A. I dcj not know, 
as to the earnings of I. T. T. that it matters Very much 
whether the revenues of the American company come 
through an American subsidiary or a South American sub¬ 
sidiary. | 

Q. I. T. T. is interested in international cominunications 
in a very large number of countries. That is true, is it not? 
A. Are you speaking of radio-telegraph or telephone? 

Q. I am speaking about communications. A. Yes; I 
think the name implies that. I 

Q. And the fact bears out the implication of the name? 
Is that right? A. We work, through telegraph, jradio and 
cable to most of the countries of the world. Where we can¬ 
not reach them directly, we work through connecting com¬ 
panies, as all companies do. 

Q. Then, revenue lost to Commercial Cables, ht least, is 
revenue lost to an American company which now, or 
216 the parent company of which is now, askipg for re¬ 
organization under paragraph 77-B is it not? A. 
Probably the reason that the parent company— I 
Mr. Kimball: (Interposing) I would like to have an an¬ 
swer to that question. 

The Witness: Probably the reason, apart froin the do¬ 
mestic situation, as to which evidence has been introduced 
before this Commission, is the large diversion t|o foreign 
administrations of revenues that used to be enjoyed by 
American companies as, for example, in connection with 
the Radio Corporation where, in the establishment of its 
radio circuits to England and France, where formerly one 
hundred percent of the tolls were retained by Western 
Union, it now develops that 50 percent go to foreign in¬ 
terests. I mean the amount of diversion of revenues to 
foreign interests is far greater than the Mackay Radio— 
Mr. Kimball: (Interposing) I object and ask that the 
witness give an answer to the question. | 

The Chairman: Read the question. 
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(The reporter read the question.) 

The Witness: I thought I had answered it. 

Mr. Kimball: I think that question is susceptible to a yes 
and no answer. 

The Witness: Well, preface the answer I just gave with 
“yes” and, if it is acceptable to the Commission, follow 
with the answer that I gave. 

By Mr. Wozencraft: 

Q. Do you know whether or not your Argentine radio¬ 
telegraph subsidiary is contemplating any additional 

217 international direct radio-telegraph circuits? A. I 
know that it is not. 

Q. You know that it is not. A. Yes. 

Q. You know also, do you not, that the I. T. T. South 
American radio companies, which are getting revenue, 
which the solicitors might have gotten for Commercial 
Cables from Czecho Slovakia, are not owned by the bank¬ 
rupt Postal Company? 

Mr. Royce: I object to the form of the question. There 
is no bankrupt Postal Company. 

Mr. Wozencraft: I will withdraw the question. I see it 
is susceptible of an interpretation that I did not mean. 

The Witness: If a message goes from Czecho Slovakia 
to Buenos Aires to be sent beyond Buenos Aires, except to 
Assuncion, it goes over the All-American Cables. There is 
not a complete loss of revenue on all that traffic to A. A. C. 
It is true the Commercial Cables does not participate. 

Q. What points did you say that Radiar worked in South 
America ? A. Assuncion. 

Q. That is the only one? A. I believe that is correct. 

Q. Where else does Sidra work? A. Sidra works tele¬ 
graph only to Rio. 

Q. Why are messages received by Radiar turned over to 
All-American Cables instead of Sidra? A. I am not 

218 certain whether it has anything to do with the trans¬ 
fer tax at Buenos Aires or not; I do not know. I 

know it is the normal routing. I will have to look into that. 

Q. How do messages go to Lima? A. All-Ameri- 

219 can Cables. I think probably the reason is that it is 
in return for traffic turned over to the Buenos Aires 

Circuit in the north or south direction from A. A. C. 
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Q. Is the cable service from Buenos Aires to Lima direct 
radio service? A. I think it is a direct circuit. | 

Q. Rephrasing the question to which counsel for the re¬ 
ceivers objected, it is true, is it not, that the Commercial 
Cable Company, one of the companies deprived !of revenue 
by the direct Czecho-Slovakia I. T. T. Argentine subsidiary, 
Radiar, is a subsidiary of the Postal Telegraph & Cable 
Corporation which is now seeking reorganization under 
77-B. A. It is a subsidiary, but as to the amount of de¬ 
prived or lost revenue—in the first place, it canpot be very 
large, because there is not a great deal of that traffic. 

Q. The circuit has just opened, has it not? A. That is 
right. i 

Q. You would not have opened it if you did not think 
there would be some traffic? A. I was about to say that one 
of the reasons for opening the circuit is that it Secures ad¬ 
ditional patronage on cables for business to Czecho-Slo¬ 
vakia via the United States which very possibly will equal, 
if not be larger, than any losses from South American traf¬ 
fic diverted. The reason for that is the reason I gave 
220 in the prepared statement, namely, the greater cov¬ 
erage you can offer and the more advantageous serv¬ 
ice you can offer the customer, very generally the larger 
support you get from the patrons. I cannot say—I do not 
know that there is any great diversion or loss of:revenue by 
Commercial Cables. j 

Q. Would you say that the various direct radio-telegraph * 
circuits to Europe which Mackay has opened from the 
United States and to the United States from Ebrope have 
had any effect on the Commercial Cable Company’s reve¬ 
nues? A. By no means—it has had effect on its revenues, 
but not on the revenues of the Postal Corporation which 
you referred to because, generally speaking, there is more 
westbound business than the Commercial Cable formerly 
enjoyed. \ 

Q. The Commercial Cable handled relatively a smaller 
proportion of the American business in the last few years? 
A. I thibk the answer is yes, but I would rather have Mr. 
Goldhammer testify to that. 

Q. If so, do you think that the opening of the Mackay di¬ 
rect circuits had contributed to that loss of revenue? A. 
No, by no means. Mr. Goldhammer will testify, I am sure, 
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that the reason he handles a smaller proportion is due to the 
competition of Radio Corporation. 

Q. Will you tell us why Radio Corporation competition 
to Commercial Cable is so deadly and the Mackay Cable 
composition is not so harmful? A. In our case it all goes to 
the same— 

221 Q. I ask if the loss of revenue to Commercial Cable 
had been due to the opening of the Mackay Radio cir¬ 
cuits and you said no. Do you want to change that? A. 
There probably has been some effect on Commercial Cable 
by the Mackay circuits, but not as much as from R. C. A. 

Q. If there has been a loss in the total percentage of busi¬ 
ness handled by Commercial Cables, you would think that 
the extent to which that loss has been brought about by 
Mackay Telegraph competition has been very minor? A. I 
do indeed, for the chief reason that we have been able to 
open so few. 

Q. Where else do you want to open circuits? A. Eng¬ 
land and France. 

Q. Where else? A. Well, I should say that I should like 
to open them, generally speaking, to the countries that you 
serve. 

Q. All of them? A. No, I said generally speaking. 

Q. To Sweden? A. Yes. 

Q. Poland? A. Yes. 

Q. Holland? A. Yes. 

Q. Belgium? A. Yes. 

Q. Switzerland? A. Yes. 

222 Q. Italy? A. Yes. 

Q. Czecho-Slovakia? A. Yes, sir. 

Q. Spain? A. Certainly. 

Q. Germany? A. If I have not answered Germany, I 
will say yes. 

Q. Anywhere else in Europe? A. Yes, there are quite a 
few. I do not have your map before me, but I can refresh 
my memory if you will let me have one. I am not particu¬ 
larly interested in Beyreuth, Syria, Angora, Turkey— 

Q. I asked about Europe first. I am not that fast a 
globe-trotter. Let us take the rest of the countries of Eu- 
rope. Are there any countries in Europe to which we op¬ 
erate that you do not want to operate to? A. I was under 
the impression that Turkey was in Europe. 
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Q. I think Angora is in Asia Minor. A. I am pot so sure 
myself 

Q. Are there any other countries in Europe ? A. Well, I 
am trying to picture Europe in my mind. I woul& be helped 
a little bit by a map. j 

Q. Russia is in Europe. How about Russia? A. I think 
we should enjoy having a circuit to Russia. Did we discuss 
Great Britain? j 

Q. I think you started in Great Britain. A. Tl^at is a cir¬ 
cuit I should love to have. 

223 Q. You say that is a circuit you should lcjve to have. 
Has not I. T. T. a radio telegraph subsidiary in Great 

Britian which holds a British license for marine communi¬ 
cations? A. Yes. | 

Q. Before the consolidation of British International 
Communications in cable and wireless, could not that I. T. 
T. British subsidiary have established a point-tcj-point sta¬ 
tion there for communication to the United States? A. No, 
sir. 

Q. Why not? A. They had no license to. I 

Q. Did it try to get a license ? A. I would have to testify 
from hearsay, but my understanding is that onty the Mar¬ 
coni Wireless, which was brought into the merger had a con¬ 
cession, for point to point communications. I aip sure that 
if application were made it would have been refused, and if 
it was not made, it was with the knowledge that the licensing 
authority would not have established that particular route, 
because the British Post Office itself went into international 
competition itself with the Marconi. 

Q. I am not particularly familiar with the situation in 
England. I am rather of the opinion that any British cor¬ 
poration which the I. T. T. owned as a subsidiary, that de¬ 
sired point to point communications, could have received a 
point to point radio license if that was found to be in the 
public interest in Great Britian? Is not that ttue? A. I 
frankly do not know, but that is not my uuderstand- 

224 ing. 

^ _ 

Q. When did you develop this overwhelming de¬ 
sire for a circuit to Great Britian? A. Every sijnce I have 
been in the business. 

Q. How long has that been? A. Since I have been with 
the I. T. T., which has been since 1931. 


i 
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Q. Did you talk with your associated British companies 
upon the possibility of establishing a station over there ? A. 
I think there are people in this room who will have dis¬ 
cussed that situation with the Marconi and Cable & Wire¬ 
less. 

Q. I am talking about— A. I am talking about Marconi, 
which is before Cables and Wireless. 

Q. Do you know whether or not any British I. T. T. sub¬ 
sidiary made an effort to get a license for the erection of a 
point to point radio telegraph station in Great Britain be¬ 
fore the British merger? 

The Chairman: I suggest that this might be shortened 
if the witness would answer yes or no. 

The Witness: No, I do not know except I was not with 
the I. T. T. prior to the British merger. 

By Mr. Wozencraft: 

Q. Will you take this map (handing map to witness) 
which represents the line—indicates the red straight 
lines—indicating the points which R. C. A. C. ha direct 
radio telegraph service from the United States—will you 
indicate with reference to each point whether or not 
225 you would like to establish a direct Mackay Radio 
Telegraph service with points from the United 
States ? A. It might be simpler to state the ones we do not. 
I am not particularly concerned about the Society Islands, 
Tahiti, Suva, Fiji Islands. It seems to me that I had an¬ 
swered the question previously, Mr. Wozencraft. We did 
leave out Russia. I think the answer is in the record. 

Q. I want to be sure that I know all the point with which 
we now have, according to that map, direct radio telegraph 
communication, with which you do or do not want to estab¬ 
lish direct competing radio telegraph circuits from the 
United States. Express that any way you want to. A. The 
unimportant ones, which I agree with Dr. Stewart we need 
not burden the record with— 

Q. Oh, no— 

The Chairman: No; I did not mean that. Give them all 
in the record, from A to Z. 

The Witness: We are not interested particularly, cer¬ 
tainly at this time, in a circuit to Java, the Malay States, 
Suva, Fiji Islands, Tahiti, Liberia, Beyreuth and Angora, 
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which I previously mentioned, and possibly jwith Man- 
chukuo. 

But with respect to the others, not only are we interested, 
but we have made very strenuous efforts to get I there. 

Mr. Kimball: Right at this point, will you please indi¬ 
cate the places where R. C. A. goes in which yop are inter¬ 
ested so we will have it all in at one point in the 
record ? | 

226 The Witness: The R. C. A. goes to thje following 

points, which interest us: j 

Mexico City; Venezuela; Madrid; Lisbon-^I qualified 
that. We are not as intensely interested in Lijsbon as we 
are in the others. 

i 

By Mr. Kimball: i 

Q. Well, are you interested, whether intensely!or not? A. 
Yes, sir; but to a less extent. j 

Q. But you are still interested? A. Yes. Thpn, there is 
Berne, Switzerland; also Paris, London—and when I say 
London, that is the point to which the circuit is drawn here, 
but I will say Great Britain, and the same as regards 
France; then, Germany, Holland, Belgium, Sweden, Russia, . 
and the subject of this proceeding, Oslo, Norwa^. 

We now operate to certain points that R. C. does not 
reach. That is a hasty review of the situation, j 

Mr. Kimball: How about Rome, Italy? j 

The Witness: If I did not mention it, I intended to. I 
thought I did. In short, Mackay Radio is interested in 
having the right of entrance to those points of heavy traffic 
—telegraph traffic—volume that R. C. A. serves.; It is vital 
to the interests of the Commercial Cables and the Postal 
Corporation, as well as Mackay Radio, that we dp. 

By Mr. Wozencraft: ’ I 

Q. Now, you think that your going to all of the! points you 
mentioned would increase the revenue of (Commercial 
Cables ? A. I would say it would increase f|he revenue 

227 of the combination, Postal and Mackav Rkdio. 

Q. How about Commercial Cables itself? A. I 
would rather have Mr. Goldhammer testify on that. 

Q. Is it the joint plan of Commercial Cables apd Mackay 
Radio to propose to each of the points not now ^erved, and 

I 
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which you hope to serve, the same arrangement which has 
been proposed in Norway; to wit, that Mackay Radio would 
be the normal route for all messages filed with Commercial 
Cables and Postal Telegraph except where specifically 
routed, and All-American too? Is that the plan on which 
you expect to expand ? A. Oh, no; I doubt if that would be 
done in Great Britain, France and Germany for some time 
to come. Of course the time may come when it would be 
much more expedient, should the cables eventually wear out, 
not to relay them. In that event Mackay Radio would be¬ 
come the normal route and it would not be advisable to relay 
the cables. 

Q. Now, the arrangement which I have suggested is in¬ 
cluded in the proposed contract between Mackay and Nor¬ 
way, is it not ? A. That is right. 

Q. Whereby all traffic from Postal land lines, Com¬ 
mercial Cables, All-American Cables, Pacific Cables and 
any other wire line of I. T. T. shall be sent via Mackay 
Radio unless specifically routed via the cable; is that 
right ? 

Mr. Kern: I will have to check one or two references 
there. That calls for a conclusion of the witness 
228 again. This is in the record, but I think it is not an 
accurate statement of it. 

Mr. Wozencraft: If you would make an accurate state¬ 
ment, I would be glad to adopt it. 

The Witness: It is contained in the letter of June 14, 
1935, and contained in the contract which I offered in evi¬ 
dence this morning and which speaks for itself. That was 
filed with the Commission last year. 

By Mr. Wozencraft: 

Q. Now, will you indicate to which of the points where 
you vdsh to go this arrangement would be offered, and by 
this arrangement I mean the arrangement set forth in your 
letter of June 14, addressed to Handelsdepartmentet, and 
signed by Mackay Radio and Telegraph Company? A. Of 
course I cannot speak on behalf of the Commercial Cable 
Company; so that whether that proposal would be made in 
the case of London or France would depend on the policy 
of that company. I do not know of any particular reason 
why that could not be done, although I am really not quali- 
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fied to testify on that. I would say that there were definite 
reasons why that could not be done in cases bf certain of 
the countries here. i 

i 

Q. Will you name the countries where it bould not be 
done ? A. That would depend on any agreements that Com¬ 
mercial Cable might have with which I am not familiar. 

Q. Where would you like to see that done ? I will ask by 
countries, if you want to. A. It is perfectly obvious, 

229 as head of the Mackay Radio, I would like to have 
Mackav the normal route for all traffic. ! 

Q. As a matter of the I. T. T. Company, dd you believe 
that the same arrangement as to the handling of the Inter¬ 
national Telegraphic traffic proposed in the letter of June 
14, 1935, addressed to the Handelsadepartmenfet, Norway, 
signed by the Mackay Radio and Telegraph Company, 
should be made available to Sweden, if a direct Mackav tele¬ 
graph circuit is established there? A. Yes, sir; by all means 
to Sweden. I think it would be sound for us to do that to 

I 

anv countrv where the effect of R. C. A. circuits has been as 
severe as it has been in the case of Norway— i 

Q. And to Russia? A. That would depend oiji what R. C. 
A. has done to Commercial Cables, and Mr. Go^dhammer is 
better qualified to answer that—subject, of course, to any 
other arrangements which Commercia Cables! have now, 
but the general formula— ! 

Q. I do not want a general formula. I would like to know 
what Mackay’s plan or I. T. T.’s plan is with Reference to 
going into these other countries? A. I have answered as to 
Sweden. j 

i 

Q. Now, how about Russia? A. I could not answer that 
for the reasons I have given. j 

Q. How about Warsaw? A. I imagine Polaqd would be 
the same as Sweden. I do not know of ianv reason 

230 why it could not be the normal route. There may be 

reasons. j 

Q. Who determines the policy of the I. T. T. Radio Tele¬ 
graph and Cable carriers on questions of this sort ? A. That 
is the result of joint discussion between the companies com¬ 
prising the Postal Corporation, and where it affects All 
American, they would be brought into it. i 

Mr. Kimball: Specifically, who directs the surrender of 
the Commercial Cable Company’s traffic to such radio routes 
as you have? Who is the individual? | 

i 

l 

i 

i 

j 

j 

i 
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The Witness: I think Mr. Goldhammer can testify as to 
Commercial Cables. The president of the Postal Corpora¬ 
tion, which is the parent controlling the various companies 
whose interests are here involved, with the exception of A. 
A. C., is now one of the trustees of the companies. 

Mr. Kimball: Mr. Goldhammer agrees with your views. 
The Witness: As regards Norway, because having dis¬ 
cussed that with him, I can speak. 

By Mr. Wozencraft: 

Q. Does he agree with your general policy? A. I would 
say he would. Where the effect of R. C. A. circuits has 
been severe, as in the case of Norway and Sweden, if there 
is no contractual reason why he should not do it, I think Mr. 
Goldhammer would agree. 

231 Q. How about Berlin? A. I believe there are cer¬ 
tain contractual arrangements there which would 

prevent that? 

Q. Contractual arrangements? A. Similar to those the 
Western Union has with the German cable. 

Q. What has Western Union to do with the joint arrange¬ 
ment— A. (Interposing) I think I said there were con¬ 
tractual relationships between German cable and Commer¬ 
cial Cables which might prevent Mackay Radio being the 
normal route to German. 

Q. Then there are contracts in the I. T. T. telegraph 
family which prevent competition and efficient routing too? 
A. No; not to prevent competition. 

Q. Well, which prevent the changing of routes ? A. Pre¬ 
vents the changing of the agreement on the part of the men 
that entered into it. 

Q. That would include change of the routing of the traf¬ 
fic? A. That would be in the contract. 

Q. How about England? A. I do not know of any rela¬ 
tionship in England, in a contractual sense. I do not know 
equally whether the general formula would be applicable 
there, and I think Mr. Goldhammer would want it— 

Q. (Interposing) How about— A. (Interposing) I 

should say, or imagine that when the time is reached 

232 when the cost of maintaining certain cables reaches 
a figure where a new cable would be indicated, that at 

that time, Commercial Cables, in a general way, would be 




I 


I 
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willing to make Mackay Radio the normal routed So, there 
is a general formula currently applicable, and a general 
formula in the future to be applicable. 

Q. Your view is that the time might very well'come when 
the commercial cable might be scrapped and radio become 
the normal route? A. I did not say that. j 

Q. I am trying to find out what you think, regardless of 
what you say. A. I generally say what I think, j 

Q. Will you not now say what you think ? A. In my opin¬ 
ion that a general formula might be applicable at a time 
when cables reach such an age that it costs a great deal to 
keep them operating efficiently, when it would bp to the in¬ 
terest of Commercial Cables and Mackay Corporation, to 
use the radio route. 

Q. Would that mean junking Commercial Cables? A. It 
might be not laying a ne^w cable on the commercial route. - 
There again I should qualify that by saying thjat that de¬ 
pends on the future development of the art. We heard a 
great deal of this in 1930, that new developments in the 
cable art might mean that the telephone company—I am not 
saying this in a controversial sense—would be able to lay a 
cable that would be so competitive, as in the donjiestic serv¬ 
ice, that radio might have to be scrapped. But;in that re¬ 
spect, we hope your interests will be amply protected 
233 as well as ours. ! 

i 

The Chairman: Will you conclude this line as soon 
as possible, Mr. Wozencraft, so that we can adjourn. 

Mr. Wozencraft: All right. j 


By Mr. Wozencraft: j 

I 

Q. How about Holland? A. I am not aware at the present 
time of any relationship of Commercial Cables which would 
prevent their making that a normal route. j 

Q. How about Belgium? A. I think the samp thing ap¬ 
plies there. | 

Q. How about Czecho Slovakia? A. Oh, there is every 
reason to make that the normal route for the system, be¬ 
cause of the large pay-outs which the Commeitcial Cable 
Company makes and because, as far as I know, there is no 
contractual limitation on that. | 

Q. How~ about France? A. That is very akin tb the Brit¬ 
ish situation. I think the formula of the future would more 
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apply than the current formula with respect to France as 
far as making* it the normal route. That does not mean that 
the Commercial Cables is not interested in seeing Mackay go 
in by radio into France as well as England. 

Q. How about Switzerland? A. There is no reason that 
I know of that Switzerland should not be made the normal 
route via radio. 

Q. How about Italy? A. I think the situation is the same 
as Western Union has with the Italian Cable which 

234 would prevent making it the normal route, but of 
course, in that case, Mackay is free to compete. 

Q. What about Spain? A. I think Spain is covered for 
Western Union and Commercial Cables under perhaps 
some arrangement that is rather elastic. 

Q. You think it would be of interest to the public if Span¬ 
ish service could be made over the normal route of the 
Mackay plan rather than Commercial Cables ? A. What 1 
think is in the public interest is the radio route. As to 
whether it is made the normal route is, in my opinion, one 
that does not effect the public interest so much. 

Q. Well, Portugal? A. As I have indicated, I am not cer¬ 
tain. I do not know whether Portugal is in the same cate¬ 
gory as Spain as to existing commercial relations. 

Q. You said you are not interested in the smaller places. 
Is it not true that you want to go to the larger places where 
the heavier traffic is? A. That is where I think the greater 
damage is done bv the RCA circuits. 

o * 

Q. Is it not true that you have said that the points to 
which you wish to go are the points to which heavier traf¬ 
fic is available and that vou are not as much interested in 
going to place where less traffic is available? A. I think I 
said I would be interested in going to all points where RCA 
serves— 

Q. (Interposing) Is it not a fact that you want to 

235 go to the points where the heavier traffic is and you 
are not interested in the smaller places? A. As a 

matter of preference, those are the points, but I will not rule 
out the smaller points. 

Q. What smaller points do you want to go to? A. Cur¬ 
rently ? 

Q. Yes. A. I think I have covered that. 
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Q. Will you not answer the question? A. I ihight want 
to go currently to Portugal, which, as far as I know, has not 
a large volume of traffic. j 

Mr. Wozencraft: I promised the Chairman tv^o or three 
questions and that would be my last question. I am per¬ 
fectly willing to stop here. ! 

The Chairman: I want to clear up one point that might 
be in confusion in counsel’s mind. The Chair recalls the 
offer of testimony on the basis of reports by subordinates 
has been made in three cases which might have resulted in 
what I believe to be confusion. In two cases thep offer was 
with respect to memoranda from Mr. Butner, who is in the 


that might 
recalls the 


room, who will be in a position to testify himself. | The other 
with reference to the Spanish circuit, was again a situation 
in which, if the Chair understands it, Mr. Butner will be in 
a better position to testify than Mr. Stone. 

We will recess until 10 o’clock tomorrow morning. 

i 

(Whereupon at 5:10 o’clock p. m. the hearing was ad¬ 
journed until tomorrow morning, Tuesday, Jan. 14, 1936 at 
10 o’clock a. m.) ! 
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(Telegraph Division) | 

i 

Washington, D. C. j 

j 

January 14, 1936. j 

1 

Dockets Nos. 3336 3337 3338 ! 

i 

i 

In the Matter of | 

Petition of Mackav Radio & Telegraph Company, Inc., 
New York, N. Y. 

Application for modification of license; Request to add 
Oslo, Norway as a point of communication. j 

j 

i 

The above-entitled matter came on for hearing before the 
Telegraph Division of the Commission, in Room 7121, Inter¬ 
state Commerce Building, at 10 o’clock a. m. 

PRESENT: Commissioners Irving Stewart (Chair¬ 
man) and Thad H. Brown. ! 

Apearances as heretofore noted. 

The Chairman: The hearing will be in order. Mr. 
Wozencraft, had you concluded your cross examination of 
Mr. Stone? I 

Mr. Wozencraft: No sir. I am ready to continue it. 
Whereupon—Ellery W. Stone previously sworp, resumed 
the stand for further cross examination: I 

Cross Examination (Continued) 

I 

I 

By Mr. Wozencraft: j 

Q. We closed last night in our tour of the world, 
239 Mr. Stone, just after we had left Europe, j Is it the 
desire of Mackay to establish a telegraph service with 
Turkey? A. I would not say that it was immediately. 

Q. Ultimately? A. Well, that might well be the case, ulti¬ 
mately that we should desire to communicate with Turkey. 
Q. You mean communicate by direct circuit? A. Yes sir. 
Q. With Syria? A. Possibly in the future. No^; immedi¬ 
ately, I should say. j 

Q. You already communicate with Cuba, do you not? A. 
With Camguay, Cuba. 
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Q. Is it your desire to go into Havana? A. The time may 
come when we should desire to go into Havana. 

Q. I believe you testified that you just opened a circuit 
with Haiti, is that right? A. If I did not, I should have— 
no, we have not opened the circuit with Haiti. We are test¬ 
ing with Haiti. 

Q. Do you intend to open it in the immediate future ? A. 
W"e expect to— 

Q. (Interposing) With Santo Domingo? A. No. 

Q. With Puerto Rico? A. We shall probably want to com¬ 
municate by direct telegraph circuit with Puerto Rico. 

Q. Does the All American Cable touch any of the three 
last-named points ? A. I am sure they touch them all. 
240 Q. Do you desire to go to Panama? A. No, not in 
the immediate future. 

Q. Guatemala? A. Not in the immediate future. 

Q. You are already in Columbia, I believe? A. We com¬ 
municate with Bogota. 

Q. With what company ? A. The All America Cable radio 
station at that point. 

Q. Venezuela? A. Not yet, but we are hopeful. 

Q. Curacao, Dutch West Indies? A. What is the question 
as to Curacao? 

Q. Do you want to have the question repeated each time? 
The question in each of these instances is— A. (Interpos¬ 
ing) I am sorry. The question has not been the same in 
each instance. You interjected about opening with Haiti 
and Puerto Rico. I just wanted to be sure I understand 
your question. 

Q. The question is, do you now have or is it your desire 
to open a direct radio-telegraph circuit between Mackay of 
New York and Curaca, West Indies? A. We do not now 
have and it is not our desire to open in the near future a 
circuit with Curacao. 

Q. Paramaribo, Dutch Guinea? A. The answer is the 
same as in the last case. 

Q. You go to Rio, do you not? A. Yes sir. 

Q. From New York? A. Yes sir. 

Q. And Buenos Aires? A. Yes sir. 

Q. And to Santiago? A. Yes sir. 


241 
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Q. You testified I believe, that you would like to go to 
Mexico City? A. We would like to establish a direct radio¬ 
telegraph circuit to Mexico City. j 

Q. You are already at Hawaii, are you not? A. Yes sir, 
we have our own station at Hawaii. 

Q. Did you testify yesterday that you have no| particular 
interest in going to Pepiti and Pequito? A. I did. 

Q. What is your attitude toward going to Mafichukko by 
direct radio-telegraph circuit from the United States? A. 
We have not given it very much consideration.; The time 

may well come when we mav desire to establish a circuit 

* 

competitive with yours. i 

Q. You have a circuit now with Tokyo? A. Yek sir. 

Q. To Shanghai? A. Yes sir. 

Q. You have a circuit to Manila, have you ndt? A. We 
have two circuits to Manila, one from San Frajncisco and 
one from Honolulu. j 

Q. And from Manila, do you operate to Taiwan? A. No 
sir. ! 

t 

Q. Do you desire to do so ? A. I think }t would be 
242 desirable, because speaking from the over-all point 
of view, the payouts are very heavy on existing routes 
for forwarding from Manila. j 

Q. Amoy from Manila? A. There is quite a little group 
of circuits radiating which may be operated profitably out 
of Manila as feeders for trans-Pacific haul, and on account 
of the payout situation via cable routes, it would probably 
be desirable to establish circuits there. I 

Q. To Hongkong? A. That falls within the same group 
as the class I was just describing. 

Q. That is, you would like to establish a circuit at Hong¬ 
kong ? A. I think I have given the nature of our interest or 
potential interest in Hongkong. 

Q. You have stated the nature of your interest, and the 
interest leads to the desire to establish the circuit? A. I 
think it has been set forth that because of the rather high 
payouts via cable routes, we may in the future desire to 
establish some routes working out of Manila, aihong them 
Hongkong. I 

Q. Do you desire to do that now or is that in tile future? 
A. If we could have it now, it would be very helpful. 


i 

i 

i 


i 
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Q. And Macao? A. That is less important perhaps than 
Hongkong. 

Q. Do you want to establish a circuit there? A. 

243 That falls in the same group as the points there. 

Q. Does that mean, yes or no, that you do or do 
not want to? A. Yes, but not urgently and perhaps not im¬ 
mediately, Mr. Wozencraft. 

Q. Bangkok? A. That would be similar to our views 
with respect to Hongkong. 

Q. In other words, you would like to go there now? A. 
Yes sir. Working from Manila in each case. I am not 
speaking of working from a station subject to the review of 
this Commission. 

Q. I am talking about Manila. A. That is right. 

Q. Saigon? A. Yes, we would be interested. 

Q. Cebu? A. Not so interested. 

Q. Java? A. Yes, I think our interests with respect to 
Java would be similar to that of Saigon. 

Q. Canada from New York or from San Francisco? A. 
Well, we have found it useful in the event of interruption of 
our wire circuits to have emergency radio communication 
on the West Coast which we set up with the permission of 
the Commission, and I do not doubt that times mav arise in 
the future when a radio circuit as insurance for our wire 
routes and connecting land arrangements with the 
Canadian-Pacific might well be desirable. I have not 

244 given it a great deal of thought, and so far the Com¬ 
mission, whenever the emergency has arisen, has per¬ 
mitted us to establish the required emergency circuit. 

Q. The question is as to your desire to establish a com¬ 
mercial circuit for continual public service. A. No, not any 
immediate desire. 

Q. Not to any point in Canada from any point in the 
United States, is that right? A. I should say so. 

Q. Is that because one of the I. T. & T. subsidiaries con¬ 
tract with the C. P. R. wont permit it? A. I don’t think 
there is any contract with any subsidiary of either the 
I. T. & T. or the Postal Telegraph and Cable Corporation 
which would prevent the establishment of a radio circuit. 

Q. Is there in the file of the Commission, the contract be¬ 
tween the C. P. R. telegraphs and the Postal land lines or 
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Commercial Cable? A. I cannot answer that qf my own 
knowledge. I think counsel perhaps could. j 

Mr. Wozencraft: Mav I ask the Commission counsel? 

Mr. Kennedy: I could not answer the questibn. I will 
find out for you. ! 

Mr. Kern: I can answer the question for you. j Of course 
it is on file. j 

The Witness: I will make that my answer, that it is on 
file. i 

Mr. Kern: Of course it is on file. 

i 

Mr. Royce: May I ask a question of the witnejss to make 
the record clear? Is the Postal Land Linq a subsidi- 

245 ary of the Postal Telegraph? j 

The Witness: The Postal Telegraph-Cable Com¬ 
pany, which is the domestic land line operating company is 
a subsidiary of the Postal Telegraph and Cable Corpora¬ 
tion and is not a subsidiary of the I. T. & T. j 

i 

Bv Mr. Wozencraft: 

! 

Q. Is not the Postal Telegraph and Cable Cotporation a 
subsidiary of the International Telephone and Telegraph 
Corporation or company or whatever it is? A. I did not 
say that it was not, and certainly prior to the appointment 
of the trustees, it was. I am not a lawyer and Ij cannot tell 
you what the status is of the present situation. I would not 
want to express a legal point of view as to whether it is 
now or not, since it is under the control of the trustees. I 
would rather have my counsel answer that. 

Q. The control of trustees, as I understand it, does not 
affect the ownership of stock so far, does it? A. Certainly 
as I understand it, but as you well pointed out Yesterday, I 
am not a lawyer— 

Q. (Interposing) But as you understand it—A. (Inter¬ 
posing) Excuse me, I had not finished. Certainly so far 
as I know it does not affect the ownership of the common 
stock of the Postal Telegraph and Cable Corporation which 
is owned by the International. 

Q. All of it? A. I believe it is 100 per cent, j 

Q. And a substantial amount of the preferred stock 

246 of the Postal Telegraph and Cable Corporation is 
owned by the I. T. & T., isn’t it? A. I would not 


i 
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sav that a substantial amount was. I think there is perhaps 
a very small amount of the preferred stock. 

Q. Twenty thousand shares, isn’t it? A. I don’t know. 

Q. Or is it 50,000 shares? A. I don’t know. 

Q. Let us get, while we are at it, the capital situation 
straight. The Mackay Telegraph Company of Delaware is 
a subsidiary of what company? A. Radio Communication 
Company, but if I could have a copy of the Splawn report, 
if it is in the room, that would assist me. If I gather from 
your first question that we are going to explore the general 
capital stock structure of the International. 

Mr. Wozencraft: Yes, I think the Commission might be 
interested in that. It wants history and background. We 
will get it a little later, perhaps after lunch, but I would 
ask that the witness be prepared to go into that phase of it 
during the examination. 

By Mr. Wozencraft: 

Q. Mr. Stone, if you succeed in establishing a direct Mac¬ 
kay circuit from the United States to Great Britain, what 
percentage of the telegraph business between the United and 
Great Britain do you hope to develop for the Mackay Com¬ 
pany? A. Well, in our plan and hopes for such a circuit, 
I do not think such planning involved an estimate or 
247 a determination by us of what percentage of the total 
telegraph business would be handled by such a cir¬ 
cuit. 

Q. What percentage would you endeavor to secure for 
Mackay? A. As much as we could get, obviously. 

Q. What percentage do you think you could get? A. That 
would depend upon a great many factors, Mr. Wozencraft. 

Q. Please take all of those factors into consideration and 
answer the question. A. Well, if it were made the normal 
route for the system, which as I said yesterday, would be 
rather doubtful, you could expect to carry the percentage 
which the Commercial carries, at least that percentage. 
Exactly what that percentage is today, I should rather 
leave to a witness for that company. I have the idea it is 
about 43 or 44 per cent of the volume done by the Commer¬ 
cial and Western Union together, but what the exact per¬ 
centage is, including the RCA and P.Q., I have not at the 
moment in my mind. 


I 
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On the other hand, if Mackay were to establish a circuit 
to Great Britain and were to compete with Commercial, 
that would depend on whether Mackay had it& own com¬ 
mercial offices generally throughout the country br relied on 
a mere canvassing force to accomplish that, and ^there again 
that would depend on the size of the canvassing force. I 
cannot give you a specific answer because of thbse various 
factors. Our plans have not certainly run td the point 
where we would attempt to in each case set such a percent¬ 
age in advance. j 

248 Q. The percentage would depend vejry largely, 
would it not, Mr. Stone, upon the decision of the I. 

T. & T. policy group, whoever may constitute that group, 
as to what percentage of messages for Great Britain which 
are picked up by the Postal Land Lines would \)e given to 
Mackay and Commercial Cables respectively? ;A. I don’t 
know what the I. T. & T. would have to do with jthat. It is 
solely a matter within the Postal Telegraph and Cable 
Corporation as between Commercial Cables and Mackay 
Radio. | 

I 

Q. All of the common stock of which is owned by the I. T. 
& T. at present. A. That is correct. j 

Q. All right. Then those of the policy group which would 
represent what interests—Commercial Cable, Ppstal Land 
Lines, All America Land Lines, and anybody else. A. I 
don’t understand that question. j 

Q. I will be very glad to rephrase it. What gtoup in the 
International system determined that if Mackay could get 
a direct circuit to Norway, that it would become the normal 
route for messages picked up by Postal landj lines, All 
America Cable, and Commercial Cables, unless specifically 
routed by Commercial Cables? A. The operating and exec¬ 
utive heads of the Postal Telegraph and Cable Cbrporation. 

Q. Will you please name them ? A. The individuals, you 
mean? | 

Q. The individuals. A. Mr. Goldhammbr. 

249 Q. And give the title of each one. A. I Mr. Gold- 
hammer, who is vice president of the Commercial 

Cable Company; Mr. Phelan, who is operating vice presi¬ 
dent or vice president of the Commercial Cable | Company. 
Of course, I was involved for Mackay Radio; General Gibbs, 
the president of the Postal Telegraph and Cable corpora- 

i 

i 


i 
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tion, and I believe Colonel Behn, as chairman of the execu¬ 
tive committee of the Postal Telegraph and Cable Corpora¬ 
tion. 

Q. That is the same Colonel Behn who is the president of 
the I. T. & T. ? A. That is the same Colonel Behn. You un¬ 
derstand that there was no question of an I. T. & T. policy 
there being involved, because A.A.C., under contract, turns 
its European traffic over to Commercial Cables. It is 
merely a question of Commercial Cables and Mackay Radio 
deciding whether the Norway circuit should be the normal 
route for traffic which Commercial Cables had. A.A.C. was 
not involved in the decision. 

Q. But the A.A.C. representative sat in with the group to 
make the decision? A. The gentleman whom I assume you 
mean, Mr. Phelan, is vice president of the Commercial Cable 
Company. 

Mr. Kern: Just what are you talking about now? I am 
not quite clear. 

Mr. Wozencraft: We are talking now about the group 
which made the decision about the routing of traffic to Nor¬ 
way. 

By Mr. Wozencraft: 

250 Q. What relationship has Mr. Phelan to the All 
America Cables? A. He is the vice president. 

Q. Both of the Commercial and the All America? A. 
He was at the time this decision was made. I am not cer¬ 
tain whether any of the interlocking rulings of the Com¬ 
mission have caused him to resign any positions which he 
has held, but at the time this decision was made, he cer¬ 
tainly was. 

Q. And that decision was that the traffic now normally 
handled by Commercial Cables, should be transferred to 
Mackay Radio in the event of the establishment of a direct 
Mackay circuit between the United States and Norway? A. 
That is correct. 

Q. Is that the same group which would decide the policy 
in the event of the estalishment of a direct circuit to Great 
Britain? A. Yes, except that of course—the answer should 

be, yes. 

Q. Was Postal Land Lines represented in the group that 
made the decision with reference to Norway? A. Well, I 
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would say that it was represented, because Mr. Phelan and 
Mr. Goldhammer and I are vice presidents of Ithe Postal 
Telegraph and Cable Corporation, which owns the Postal 
Land Lines. 

Q. Are any of you operating officers of the Pbstal Land 
Lines? A. Not now. 

251 Q. Were you then? A. Not then either; 

The Chairman: W^as not General Gibbs? 

The Witness: You are quite right, Doctor; General 
Gibbs is an officer, and president of many of thp land line 
companies. Thank you for the correction. 

i 

I 

i 

252 By Mr. Wozencraft: j 

Q. Has that group discussed what the policy Would be in 
the event of the establishment of a direct Mackay circuit 
from the United States to Great Britain? A. Tfo. 

Q. Has that group discussed -what the policy -would be in 
the event of the establishment of a direct Mackay circuit to 
Sweden? A. I think in an informal way, yes. So that you 
will not misunderstand, there never was any meeting or con¬ 
ference called to discuss what shall we do with it if and when 
we can get into Sweden, but there have been discussions in a 
general way dealing with those hinterland countries, where 
the percentage of the outgoing business from suclk countries, 
particularly these Scandinavian, averages from 85 to 95 
per cent Radio Corporation. 

Q. May I ask what is your basis of your statement of 
those figures? A. The published figures. I thiijik they are 
in Berne, showing the routing, or perhaps we cUn get them 
from the connecting lines. 

Q. May I ask for the production of the figures j? A. I can 
give them for certain months. 

Q. You have made a statement from memory. I would 
like to have it checked from the figures and have the record 
show actually the situation accurately. A. I have some 
figures here as to Norway. (Examining paper.) I do not 
appear to have them, but in order to mgke speedy 

253 progress, may I change my answer to, whgre the bulk 
of the business that comes out is R.C.A. j 

Q. What was the consensus of opinion of the gjroup which 
did informally discuss the policy as to the routing of traf¬ 
fic to Sweden in the event a direct Mackay circuit is estab- 


i 

I 
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lished with Sweden? A. I don’t know whether it was ever 
enunciated as a policy, but as I have said, I do not recall 
that there was ever a specific discussion, but speaking gener¬ 
ally, I feel that it would be correct to say that the group in 
question would feel that we could well treat Sweden as we 
perhaps would treat Norway, that is to say, make it the 
normal route. 

i 

Q. Do you treat Denmark that way now? A. Yes. 

Q. There was a discussion as to whether or not you would 
treat Russia that way if you should establish a direct radio 
telegraph circuit? A. No, I don’t think so. 

Q. Can you express an opinion—A. (Interrupting): Yes, 
I should think we would care to if there was no contractual 
situation to prevent. I think we went through that rather 
thoroughly yesterday and discussed the countries—I am 
quite sure that was done yesterday afternoon—discussed the 
countries where the decision might well be to make a direct 
radio circuit the normal route. I think you will find that 
covered in yesterday’s testimony. 

254 Q. As your own opinion, but not as the consensus 
of opinion of the group? A. I can say, without giv¬ 
ing the impression that my opinion controls, that the opinion 
I have is a joint one, because it is a natural and logical thing 
to do. 

Q. I am perfectly willing to accept that and let the ex¬ 
amination rest on that basis, if I understand you cor¬ 
rectly. Will you please correct me if I do not state your 
position accurately? It is that the group which represents 
the Postal land lines, the Commercial Cables, the All Ameri¬ 
can Cables, the Mackay Radio and Telegraph Company, be¬ 
lieve that where Mackay can establish direct radio telegraph 
circuits between the United States and countries from which 
the bulk of the telegraphic traffic to the United States is now 
sent over circuits operated by those countries with R.C.A. 
Communications, Inc., that as I have said, if Mackay suc¬ 
ceeds in establishing direct circuits with those countries, 
the Mackay route should be considered the normal route for 
messages to the same extent as is proposed on the Nor¬ 
wegian circuit, with Mackay, if that shall be established; is 
that correct? A. That is correct, subject to the limitation 
which I believe I have stated several times, provided there 
is no contractual situation with connecting lines which might 
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prevent, and I should like to state, sharing your desire for 
correct understanding of this situation, that the reason that 
we should want to do that is because the same factors which 
permit the R.C.A. operated circuit to handle the 'bulk of the 
outgoing business would be the very reasdns why the 

255 Mackay direct circuit if established should be the 
normal route, the reason being that the service is 

better and there is less financial loss due to payouts on ac¬ 
count of the fact that with the hinterland countries, there 
are very large gold franc payouts to connecting! cable lines 
today. 

Q. You think then the R.C.A.C. direct service is better 
to the hinterland than cable service? A. As a radio man, 
you would not expect me to say that radio was inferior to 
cables, would you, Mr. Wozencraft? 

Q. May I say as a telegraph man, I would not, expect you 
to say so. A. Well, I share that too. It is nice to get to¬ 
gether once in a while. 

Q. Do you have the same arrangement as to routing of 
traffic with Austria as is proposed for Norway? A. Yes, sir. 

Q. With Hungary? A. Yes. 

Q. With Vatican City? A. Yes, but that is not so much 
traffic. | 

Q. Not much traffic. You said, I believe, Mr. Phelan, who 
was or is perhaps—A. (Interrupting) Certainly was. 

Q. (Continuing)—or perhaps will be an operating officer 
of All American Cables, participated in the conference with 
reference to the policy of routing traffic. 

That is right, isn’t it? A. Yes. 

Q. Is the Mackay direct radio circuit to South 

256 America and to each country in South America where 

•/ 

it is established the normal routing for traffic picked 
up by the Postal land lines to South America? A. You are 
speaking of the Mackay radio circuits between! the United 
States and South America? 

Q. Yes. A. No. j 

Q. What is the difference? A. There is a great deal of 
difference between making radio a normal route where un¬ 
der your present arrangements messages today go over 
the lines of other carriers outside of your own system, from 
where with a fast cable service all under American control 
to South America today, you should make the radio circuit 


i 

i 
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under the same control the normal circuit. The two situa¬ 
tions are not at all the same. 

Q. The radio service which Mackay conducts between the 
United States and South America is definitely faster than 
the All America Cable service, isn’t it? A. No, it is not, 
nor is the R.C.A. 

Q. You mean it is your opinion that the R.C.A. is not? 
A. That is my considered opinion based on hearsay, which 
seemed to be very sound yesterday afternoon. 

Q. Why shouldn’t it be faster? It is direct, isn’t it? A. 
So is the cable. 

Q. The cable to many points has to send messages 

257 through connecting carriers, does it not, which the 
radio reaches directly? A. To South America? 

Q. Yes. A. I would be glad to have you tell me those 
points. 

Q. I am asking you. I have never been to South America. 
A. Neither have I. 

Q. Does the cable work direct into Bogota from New 
York? A. I don’t know whether there is a manual relav 

9 - 

or whether it is automatic. I am inclined to think it is 
automatic from the coast into Bogota. Automatic relay. 

By the way, in that connection, I gave you a wrong answer 
yesterday on the Azores. It is manual operation at the 
Azores, which is perhaps the reason why the Mackay serv¬ 
ice with the manual relav at Buenos Aires is no slower than 

* 

the cable circuit into Spain with the manual relay at Azores. 

Q. Turning to Europe just for a moment, you have now, 
do vou not—and when I sav “you” I mean Mackav—these 
facilities of the entire Postal land line telegraph system for 
pickup and delivery of Mackay messages to and from all 
points including Europe? A. For pickup and delivery, yes. 
Q. How many Postal land line offices are there? A. I 
think there are in a thousand cities, more or less. 

258 Q. My impression was about 2500. Am I 'wrong? 
A. I think the 2500 includes— 

Q. (Interrupting): 3500, I am corrected. 

Mr. Kern: That is going to be covered in detail by Mr. 
Deegan’s statement, if you want to wait for that. 

The Witness: I think the difference is the branch offices. 
Of course, that does not include the connecting carriers to 
connect the land offices corresponding to the railroad offices 
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of the Western Union, because the Postal has!many such 
arrangements of its own. I am speaking now only of 
straight Postal offices. j 

i 

■ i 

Bv Mr. Wozencraft: 

i 

Q. The Postal advertises 7500 offices, does it not? I will 
ask you if you can answer that question yes ojr no. A. I 
have not read the advertising literature. I thinlf: we say we 
have 70,000 points in the tariff book. And the statement is 
correct. ' 

Mr. Wozencraft: I will wait for Mr. Deegani on that. 

The Witness: I prefer that. j 

Bv Mr. Wozencraft: j 

Q. With the Postal land line systems available to Mackay 

for pickup and delivery, is there any reason why Mackay 
should not secure half of the traffic between ithe United 
States and any point to which it has service competitive to 
R.C.A. Communications, INC.? A. Well, if the Western 
Union has not given you 50 per cent of the transatlantic, I 
do not know why the Postal should givp us 50 per 
259 cent. ! 

i 

Q. The Postal is giving you 100 per cent to Den¬ 
mark. A. You said get half the traffic. As I junderstood 
your question. Half of the traffic I assume to be 50 per cent. 

Q. You are getting all of the Postal traffic tp Denmark, 
aren’t you? A. Yes, sir. j 

Q. And you would get all of the Postal traffic fo any point 
for which Mackay Radio might be designated b^ the policy 
group as the normal route, is that right? A. Whether it 
was designated by the policy group or this dommission. 
If it is the normal route, we will get all of the traffic on the 
Postal and our other connecting carriers in this pountry. 

Q. And if you do get that and do establish the circuit 
directly competitive and parallel to the R.C.A. to different 
points in Europe, is there any reason why you should not 
secure 50 per cent of the total traffic between the United 
States and those points in Europe? A. I imagine it would 
be somewhat less than 50 per cent. We would try to get it 
as close as possible. j 

Q. Do you think you would get tolerably closp? That is 
a Texan expression. A. I am accused of being ^n optimist, 
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under the same control the normal circuit. The two situa¬ 
tions are not at all the same. 

Q. The radio service which Mackav conducts between the 
United States and South America is definitelv faster than 
the All America Cable service, isn’t it? A. No, it is not, 
nor is the R.C.A. 

Q. You mean it is your opinion that the R.C.A. is not? 
A. That is my considered opinion based on hearsay, which 
seemed to be very sound yesterday afternoon. 

Q. Why shouldn’t it be faster? It is direct, isn’t it? A. 
So is the cable. 

Q. The cable to many points has to send messages 

257 through connecting carriers, does it not, which the 
radio reaches directly? A. To South America? 

Q. Yes. A. I would be glad to have you tell me those 
points. 

Q. I am asking you. I have never been to South America. 
A. Neither have I. 

Q. Does the cable work direct into Bogota from New 
York? A. I don’t know whether there is a manual relay 
or whether it is automatic. I am inclined to think it is 
automatic from the coast into Bogota. Automatic relay. 

By the way, in that connection, I gave you a wrong answer 
yesterday on the Azores. It is manual operation at the 
Azores, which is perhaps the reason why the Mackay serv¬ 
ice with the manual relav at Buenos Aires is no slower than 
the cable circuit into Spain with the manual relay at Azores. 

Q. Turning to Europe just for a moment, you have now, 
do vou not—and when I sav “vou” I mean Mackav—these 
facilities of the entire Postal land line telegraph system for 
pickup and delivery of Mackay messages to and from all 
points including Europe ? A. For pickup and delivery, yes. 
Q. How many Postal land line offices are there? A. I 
think there are in a thousand cities, more or less. 

258 Q. My impression was about 2500. Am I wrong? 
A. I think the 2500 includes— 

Q. (Interrupting): 3500, I am corrected. 

Mr. Kern: That is going to be covered in detail by Mr. 
Deegan’s statement, if you want to wait for that. 

The Witness: I think the difference is the branch offices. 
Of course, that does not include the connecting carriers to 
connect the land offices corresponding to the railroad offices 
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of the Western Union, because the Postal has many such 
arrangements of its own. I am speaking now only of 
straight Postal offices. j 

I 

Bv Mr. Wozencraft: 

l 

Q. The Postal advertises 7500 offices, does it pot? I will 
ask you if you can answer that question yes pr no. A. I 
have not read the advertising literature. I think we say we 
have 70,000 points in the tariff book. And the statement is 
correct. | 

Mr. Wozencraft: I will wait for Mr. Deegan on that. 
The Witness: I prefer that. j 

l 

Bv Mr. Wozencraft: I 

* j 

i 

Q. With the Postal land line systems availably to Mackay 
for pickup and delivery, is there any reason \khv Mackay 
should not secure half of the traffic between the United 
States and any point to which it has service competitive to 
R.C.A. Communications, INC.? A. Well, if the Western 
Union has not given you 50 per cent of the transatlantic, I 
do not know why the Postal should give us 50 per 
259 cent. 

Q. The Postal is giving you 100 per cpnt to Den¬ 
mark. A. You said get half the traffic. As I understood 
your question. Half of the traffic I assume to be 50 per cent. 

Q. You are getting all of the Postal traffic to Denmark, 
aren’t you? A. Yes, sir. j 

Q. And you would get all of the Postal traffic to any point 
for which Mackay Radio might be designated by the policy 
group as the normal route, is that right? A. Whether it 
was designated by the policy group or this Commission. 
If it is the normal route, we will get all of the traffic on the 
Postal and our other connecting carriers in this country. 

Q. And if you do get that and do establish j the circuit 
directly competitive and parallel to the R.C.A. to different 
points in Europe, is there any reason why you should not 
secure 50 per cent of the total traffic between the United 
States and those points in Europe? A. I imagine it would 
be somewhat less than 50 per cent. We would try to get it 
as close as possible. i 

Q. Do you think you would get tolerably clos£? That is 
a Texan expression. A. I am accused of being hn optimist, 
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and it is a great strain on me to be a conservative. I don’t 
know what the Texan expression of “tolerable” means. 

Q. Pretty close. Shall I say that you would approximate 
that figure? A. No. 

260 Q. You don’t think you would approximate 50 per 
cent? A. I do not. 

Q. What percentage do you think you would get? A. 
Somewhere between 40 and 50. 

Q. Somewhere between 40 and 50? A. I should imagine 
the ratio would be somewhat similar to the ratio the Com¬ 
mercial formerlv held with the Western Union before we 
radio men got into the picture, and when I say “we radio 
men” I mean the Radio Corporation and Mackay. 

Q. Is it your thought then that the traffic which Mackay 
would secure to these various points in Europe would be 

substantially the traffic now handled bv Commercial Cables ? 

» «/ 

A. If your question is directed to those radio circuits which 
would be designated or treated as normal routes, the amount 
of business which Mackay would haul should reasonably be 
expected to be in the eastward direction, certainly not less 
than the Commercial is carrying today, and because of our 
improved ability to secure westward traffic, which you peo¬ 
ple have taken over with the hinterland countries, I should 
expect that our eastward business would grow back to the 
preentage if not the volume of the business the Commercial 
Cables carried before the Radio Corporation entered into 
the picture. 

Q. You feel that any decrease in Commercial Cable 
volume of business compared to the total volume of business 
between the United States and Europe is due to R.C.A. 
Communications competition? A. I certainly do. 

261 Q. Is that the feeling of the policy group which 
you represent? A. You should hear them scream. 

Mr. Kimball: I take it the answer is yes? 

The Witness: Correct. 

By Mr. Wozencraft: 

Q. And that policy group therefore feels that Mackay 
should be the normal route for all points to which it can 
establish direct circuits, where the preponderance of the 
traffic from that point to the United States is now handled by 
R.C.A. Communications, Inc.? Is that right? A. I trust 
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that the omission of the contractual limitation ijs not delib¬ 
erate, but I will have to keep adding it each time to your 
question. Subject to that, the policy group so-balled—that 
is your designation—would in my judgment be very remiss 
if they did not fight, as I trust I am doing here, tb secure for 
the system the right of competition by radio to protect that 
system against the inroads which the R.C.A. hab made into 
the transatlantic telegraph business. j 

Q. Into the percentage inroads; is that right? A. Per¬ 
centage and volume. Percentage being based bn volume, I 
think that the two are the same. j 

Q. What countries in Europe would that leaVe for com¬ 
munication between the United States and those countries 
to be handled by Commercial Cables as a normal 

262 route—I.T.T. traffic? A. I think that is! covered in 

the testimony yesterday afternoon. j 

Q. I would like to have the specific answer tb that ques¬ 
tion, with the names of the countries, if I may. j A. Could I 

refresh my memory? ! 

Q. Certainly. A. If you have that testimonyj before you, 
you will probably help me by telling me what page it is. I 
should say that certainly for some time to qome, Great 
Britain, France and Germany, Italy and Spain could not 
be made the normal routes. 

Q. Which of those could not be made the nolrmal routes 
caused by contractual obligations? A. The reason I read 
those was because in the case of Germany, Spain and Italy, 
there are contracts. There are none in the case of England 

and France. j 

Q. So that from the standpoint of operating logic, you 
feel that Great Britain and France would be the only two 
countries to which Mackav Radio should not bej the normal 
route for I.T.T. traffic if the Mackay Radio should estab¬ 
lish direct radio telegraph service between the United States ' 
and the other countries of Europe? A. Well; as I have 
said yesterday, when you asked me my personal opinion 
as a radio man, I have only got one answer, j The policy 
group, as you designate it, I do not believe has discussed 
this or considered this probably from the standpoint of 

the countries you have named. 

Q. Do I understand your answer then to be yes, as 

263 expressing your own personal view, but not as ex- 
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pressing the view of the policy group? A. Well yes, 
as an officer of the Mackay Radio. No, viewed from 
a broader viewpoint of my natural perspective as an officer 
and director of the Postal Telegraph & Cable Corporation. 
I should find it from the system point of view somewhat 
difficult from what as a radio man I should like, to justify 
making a Mackav radio circuit between Great Britain and 
the United States the normal route for the system for some 
time to come. I gave yesterday a formula which I thought 
might be applicable if the transatlantic is not gummed up 
by the American Telephone and Telegraph Company by 
laying a cable whereby by-product rates may ruin the situa¬ 
tion for us, and similarly, it would be a little difficult for me 
to justify making the Mackay Radio circuit if they estab¬ 
lished it the normal route to France. 

Q. As an officer of the Postal Telegraph and Cable Cor¬ 
poration, answering in that capacity, do you think that if a 
direct Mackav circuit is established to Germany, it would be 
the logical route for traffic between the United States and 
Germany? I.T. & T. traffic. A. I don’t know what you 
mean by “I.T. & T. traffic.” I.T. & T. does not operate. 

Q. I am simply trying to make my omission clear. I do 
not likb to repeat each time All-America Cables—A. (Inter¬ 
rupting) I am sorry. It was not clear to me. 

Q. All right. I will be very glad to state it in a 
264 way that will, I think, be clearer. Is it your feeling 
as an officer and director of the Postal Telegraph 
Cable Corporation that if Mackay succeeds in establishing 
direct radio service between the United States and Germany, 
that from an operating standpoint, it would be logical and 
proper and desirable to name Mackay as the normal route 
for traffic originating on the Postal land lines, the All- 
America Cable System, or in Commercial Cable offices but 
not routed via Commercial Cable for service between the 
United States and Germany? A. May I start my reply— 

Q. (Interrupting): Isn’t that susceptible of a yes or 
no answer? A. No, because in part the answer would 
be yes, and in part the answer would be no. 

Q. Then if you will give it fully, I should be grateful. A. 
To start my answer, I would say that there is first of all a 
contractual, as I understand, obstacle to doing that, but in 
the absence of such a limitation, because of the payouts 
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today, and considering the volume of westward traffic that 
comes from Germany via R.C.A.C., it could he | justified as 
the normal route for traffic, certainly from jthe United 

States. ! 

| 

Now, when we come to South America— j 

Q. (Interrupting) No. Limit it to Germany first, if you 
will, please. A. I beg your pardon. You askec^ me a ques¬ 
tion that brought in All-America Cables, j 

265 Q. I am in error and I apologize. A. jNow, when 
we get to South America, the question Whether the 

North Atlantic Radio Circuit should be the normal route for 
traffic, let us say, from Lima, Peru, or from Buenos Aires, 
the question becomes one of whether the All America Cables 
should transfer traffic at New York and not establish itself 
a direct circuit between Lima and Germany. The reason 
why A.A.C. should properly establish a direct; circuit be¬ 
tween Lima and Germany is that if it did not,; the circuit 
would undoutedly be established by a compafiy which is 
not 100 per cent American owned, just as in the j case of the 
Prague-Buenos Aires circuit, which we discussed at some 
length yesterday. I 

The reason why it was in every way justified to open a 
circuit between Buenos Aires and Prague with the result 
that traffic formerly transiting New York from Czecho to 
Buenos Aires was now routed directly to Buenos Aires, 
was because if we had not opened the circuit, jthe Czecho 
administration would have opened it with a company in 
which American capital represents only 25 per cent; that is 
to say, the consortium station in which you have pne-quarter 
interest. j 

So that I think from every viewpoint it can be |shown that 
what would have been a loss to the International system 
had they opened with Transradio, was distinctly to the 
benefit of American interests to have it opened jwith a 100 
per cent owned American company. j 

With respect to Germany, the question as to 

266 whether the North Atlantic Route should be the nor¬ 
mal route may easily be affected by the situation that 

would arise if a direct circuit were opened by ofir competi¬ 
tor. So long as there was no possibility of a direct circuit 
to Lima with a station owned by a competitor, j the North 
Atlantic could properly be the normal route for traffic that 
goes to Germany, as it is today. j 
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Q. Let us take the first part of your answer. I am not 
certain that I followed it, and therefore I will restate my 
understanding. I will ask you to correct me if I am wrong. 
Am I correct in understanding that you feel that aside from 
contractual obligations, if Mackav establishes a direct cir¬ 
cuit to Germany, the Mackay Germany circuit should be the 
normal route for I.T. & T. or Postal Telegraph and Cable 
Corporation or whatever you choose to call it, messages be¬ 
tween the United States and Germany, rather than Com¬ 
mercial Cable? A. No, I said that I did not think it could 
be because of a contractual limitation. 

Q. Laying aside the contractual relation, what is your 
opinion? A. I said that in my opinion, the decision to make 
that the normal route could w^ell be justified. It certainly 
could at a time when the cables get old, because of the large 
payouts. 

Q. How long does that contract run? A. I don’t know. 

Q. Now, let us take the Prague-B.A. circuit. Ley us 
take that for minute. A. Yes, sir. 

267 Q. On what facts do you base your statement that 
if the circuit had not been opened by Radiar to 

Prague, that it would have been opened by another company 
in South America? A. The fact that Trans-Radio was try¬ 
ing to establish the circuit. 

Q. How do you know that? A. The same basis that I 
know the answer to the questions I gave you on Japan 
yesterday afternoon. 

Q. Mr. Winterbottom does not know it, and that is the 
reason I am asking vou on what vou base vour information. 
That is news to him. A. That is the advantage of having a 
100 per cent American owned company in South America; 
you know the facts and don’t have to depend on foreign part¬ 
ners for it. 

Q. Is that your answer? That is excellent repartee, but 
I wonder if it adds any enlightenment. I would like to know 
how you know the facts. A. Because we have people 

268 that report to us. Apparently Mr. Winterbottom has 
not. It is not repartee. 

Q. Facts to establish who from Trans-Radio has sug¬ 
gested to whom in Prague, the establishment of a direct cir¬ 
cuit between Trans-Radio and Prague? A. You will have 
to ask Mr. Butner. 
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Mr. Wozencraft: May I request that there be stricken 
from the record, Mr. Stone’s reference to thq efforts of 
Trans-Radio to establish direct circuit with Czechoslovakia 
as not being based upon his own information, but [upon state¬ 
ments made to him by another witness available for exam¬ 
ination and therefore hearsay? 

Mr. Royce: I would object to striking froml the record 
anything contained in the answer as hearsay, on the ground 
that it is hearsay, because it is proper in cross examination. 

Mr. Wozencraft: The fact that a question i$ proper in 
cross examination does n<at mean that an answer is proper 
cross examination. 

i 

The Examiner: Motion overruled. ! 

Mr. Wozencraft: Please note the exception, j 

i 

i 

By Mr. Wozencraft: j 

Q. Now, let us take Spain. I want the same information 
with reference to routing traffic to Spain. Do yqu want me 
to state the whole long question over again? A} No, I un¬ 
derstand it, I think. j 

Q. All right, let us take first the United States to Spain. 
A. There is a contractual limitation there. j 

Q. Disregarding the contractual limitation. A. 
269 Disregarding it, a decision to make that the normal 
route could unquestionably be justified} certainly 
when the cables get a little further on in years. Wih respect 
to South America,— j 

Q. Your company works already direct with Radiar? 
A. I was going to say with respect to South America, but it 
is already covered, and it is the normal route for AAC to 
Spain. I 

Q. As to Italy, the same information. A. At the expira¬ 
tion—and I do not know the date of the tri-party agreement 
between Western Union, Commercial Cable, and the Italian 
Cable—there is no reason why, so far as I know} the RCA 
circuit should not be the normal circuit for Western Union, 
and the Mackay Radio circuit if established, be the normal 
circuit for the Mackay system. So far as Soutfy America 
is concerned— 

i 

Q. (Interrupting) Just one second, please, before you go 
into that. What would become of the cable in that event? 


i 
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A. I think it is the same cable that handles the German 
traffic and connects at the Azores. 1 am not certain. 

Mr. Kern: Which cable do you mean, Mr. Wozencraft? 
Mr. Wozencraft: The I. T. &. T. cable. The I. T. & T. 
own a cable which starts out for Italy but does not get there. 

The Witness: I don’t know that that is owned bv us, or 
whether it is in joint use with the Western Union. Mr. Gold- 
hammer will have to testify. But I do know definitelv that 
it is not an I. T. & T. cable starting out for any place. 

By Mr. Wozencraft: 

* 

Q. Then, regardless of whose cable it is, the cable 

270 that had all the business to Italy taken away from it, 
would lose some revenue, wouldn’t it? A. That is 

what we find whenever we have R. C. A. competition. 

Q. Will you answer the question now, please? A. Obvi¬ 
ously, if a cable has all of the business taken away from it, 
it would not have any. 

Q. Then would it still be profitable to operate it? A. 
Without any revenue? 

Q. Under the conditions that you have outlined. A. I 
say that at the expiration of a contract, I should have said 
first that the contract could perhaps be renewed on a basis 
wffiere radio would not be more profitable as a normal cir¬ 
cuit than a cable, that the decision to make the radio route 
the normal route could well be justified. 

Q. Do you know of any method by which RCAC could 
induce Western Union to make RCAC the normal route for 
traffic from the United States to Italy? A. I don’t know the 
nature of your relations with Western Union, particularly 
closely. 

Q. It was put in the record while you were on the stand. 
A. I have not read that. 

Q. You know we get back two messages from Western 
Union, for every nine we give them for delivery; and seven 
we do not get back. You would not call that Western Union 
making R. C. A. C. the normal route for business with Italy. 

A. That, as I understand, it a ratio pertaining to 

271 the whole North Atlantic, and I think you will find 
that you are getting virtually 100 per cent of the 

Western Union traffic to certain hinterland countries. 
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Q. To Italy? A. No, there is a definite contractual limita¬ 
tion there which is the same thing which I have been dis¬ 
cussing with relation to making a normal route.! 

Q. I would be very much interested in knowing your 
views, not as facts, because I do not think they! would be, 
but your views as to what countries in the hinterland in 
Europe RCA gets 100 per cent of Western Union pick-up 
business of the United States to? A. If this testimony is 
developing into the realm of fiction— j 

Q. (Interrupting) You suggested it. A. No!, you said 
what I had to say would not be factual. j 

Q. I do not think you are familiar with the facts. I 
do not see how you can be familiar with the facts as to the 
percentage of business to any country turned oyer by the 
Western Union to RCAC, but you made the statement, and 
I would like to know the basis for the statement. A. I should 

i 

imagine that Western Union having to pay out; on a gold 
franc basis when it only collects on a dollar bajsis in this 
country would be suckers if they did not turn ovef to you all 
of their traffic where you would have to take the loss. 

Q. Your answer then was based on your imagination and 
your believing that the Western Union are not sockers. A. 

That is a very definite conviction; that is no imagina- 
272 tion. I have the very highest respect forlMr. Willi- 
ver, and I could not imagine why he should not take 
full advantage of the contract he has with you. j You com¬ 
pelled me to strike from the record yesterday Mr. White’s 
statement— 

Mr. Kimball: I still object to that statement. I 

The Witness: That is where I got some ideas jof mine of 
your not being suckers. 

Mr. Kimball: I move that that statement tje stricken 
out. ! 

i 

The Chairman: The statement will be stricken! 

Bv Mr. Wozencraft: 

V 

Q. Let us transfer our attention from Europe |to the Far 
East for a moment. Even before we go into the capital 
structure about which you are going to inform yourself at 
noon of I. T. & T. and its relationship with Mackay, or 
rather Mackav’s relationship with it—A. I do ljot think I 
said I could not testify as to Mackay Radio. I daid that if 

I 

l 

j 

l 
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you were going to inquire generally into the I. T. & T., I 
should like a copy of the Splawn report. 

Q. Mackay Radio both of Delaware and of California, 
both companies are members of the International system, 
are they not? A. They are both controlled, not directly, by 
the Postal Telegraph & Cable Corporation, all of whose com¬ 
mon stock is owned by the International Telephone & Tele¬ 
graph Corporation. 

273 Q. They are advertised, are they not, as a part of 
the International system? A. That is right. 

Q. Has the I. T. & T. a subsidiary in China called the 
China Electric Company? A. I believe it has. 

Q. What is the relationship of the Minister of Communi¬ 
cations of China to the China Electric Company? A. I 
have not the vaguest idea. 

Q. Is there a witness in the room who can testify to that? 
A. I do not know that there is any relationship. 

Mr. Wozencraft: Is there a witness in the room that 
can testifv to that ? 

Mr. Kern: I will find out. 

Mr. Wozencraft: I want to ask him those questions in¬ 
stead of Mr. Stone. 

Mr. Kern: I think we should present our case and limit 
it on cross examination to what the witness can testify to. 
Then if you want to ask for witnesses to be brought down 
here, that is the proper way for taking up such subjects, 
but not on cross examination. 

Mr. Wozencraft: I will ask the witness if he knows. 
The Witness: What is the question. 

Bv Wozencraft: 

Q. The question is if the Minister of Communications of 
China is not the Chairman of the Board of Directors of the 
China Electric Company, which is an I. T. & T. subsidiary. 
A. I have not any idea. 

274 Q. Will you find out? A. I shall try to find out if 
that statement is correct or incorrect. 

Q. Will you also try to find out whether or not his hold¬ 
ing of that position, if he does, is highly profitable to him? 
A. I don’t know if that information could be obtained this 
week. 
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Q. You have both radio circuits and cables to China, have 
you not? A. That is a rather large order, as to whether 
ownership of stock is profitable or not. 

Q. I did not say the ownership of stock. I said the rela¬ 
tionship to the Company. A. I hope you were not intimat¬ 
ing that it would be profitable in any other direction than 
through his financial— 

Q. (interrupting) I am asking the question, j I am not 
intimating anything. A. Do you expect me to ask the 
Minister if he is an officer of that company, whether it is 
worth his while? ! 

i 

Q. I expect you to ask the company if he is an officer of 
the company, if it is worth his while. You went to China 
on the old Federal R. C. A. contract A. (interrupting) No, 
I did not. I must correct vou on that statement, j 

Q. Your counsel went there. A. You mean Col. Manton 
Davis ? | 

Q. Your counsel took this hearing into China hy his ob¬ 
jection. A. I beg your pardon. I thought you were 
275 speaking literally. j 

Q. Oh, no. I meant that you, as Mackay, the ap¬ 
plicant in this hearing. Will you also find out whether or 
not the contract for the Mackay Radio & Telegraph Com¬ 
pany’s direct circuit for China was signed by Either the 
Minister or a member of his Ministry of Communications for 
China while he was holding a lucrative position as Chair¬ 
man of the Board of the China Electric Company, an I. T. & 
T. subsidiary? A. We will try to get that information for 

vou. i 

* , _ 

Q. Will you also try to find out whether immediately fol¬ 
lowing the signing of the contract, the man who signed it 
resigned and left that portion of China? A. Which portion? 

Q. The portion where he formerly lived, and 'to’here the 
contract was signed. A. Yes, I will try to find tljiat out. 

Q. Will you also try to find out whether or not in the 
Chinese papers, immediately following the signing of the 
contract, appeared articles with such headings as “Mackay 
Contract Causes Scandal Among Officials? A. Is that the 
article that was stated that your people ran? 

Q. Oh, we did not run these, so far as I know. A. Well, 
I don’t have to find out anything that you show me. There 
it is. ! 
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Q. And that in another article, published about the same 
time, there is the phraseology that, referring to the public— 
“perhaps Has not gathered with the Clearness the 

276 incident serves to illustrate the facts that not only is 
there a serious split in the ranks of Chinese official¬ 
dom, but there are accusations of malfeasance and personal 
profit in connection with the signing of it.” A. What is 
the question? 

Q. Will you find out whether or not that appeared in the 
Chinese papers about that time? A. Do you mean to say 
that I am to see that, and to say that that appeared there? 

Q. Yes. A. My eyesight is the same as yours. 

Mr. Kern: I would like to ask if there is a direct charge 
on the part of the Radio Corporation or RCAC Communica¬ 
tions, Inc., that there was any bribery or corruption in 
connection with the securing of Mackav radio circuits to 
China? If it is, it is libelous and it is untrue, and we will 
take steps accordingly. 

Mr. Wozencraft: No, I am just asking questions. You 
asked questions about the contracts between the R. C. A. 
and the Federal of Delaware, and I am asking questions as 
to whether or not those facts exist. I am not making anv 
charge; I am just asking questions. 

Mr. Kern: You do not make that charge? 

Mr. Wozencraft: No. I am just asking questions as to 
whether these things do exist. 

Bv Mr. Wozencraft: 

Q. Now, let us turn to Japan. Is there any witness in 
the room better able than you to testify as to the execution 
of the contract between Mackav and Japan, or as to 

277 the handling of traffic in the circuit set up by Mackav 
with Japan? A. Well, I may be wrong, of course, but 

I do not think there is. 

Q. All right. In connection with the establishment of 
the Mackav Japan circuit, what arrangement was made as 
to the handling of the terminal tax for the First Pacific 
Zone in the United States? A. It was made the same as 
the rate then applicable on the cables. There is here in the 
room our rate and traffic expert, and from time to time, as 
was the custom in General Order No. 12, I should be glad, 
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I 

i 

if it is acceptable to you, to take his answers, and make 
them my answers. . ! 

Mr. Wozencraft: I shall be very glad if you will do so. 
I will ask you the question directly, and then ybu can ask 
him either on or off the record as the Chairman thinks best. 
I don’t care. j 

(At this point, the gentleman indicated \)y the wit- 

278 ness stepped forward and seats himself alongside of 

the witness.) j 

| 

Mr. Wozencraft: May I ask the gentleman’s liame? 

The Witness: Mr. Fred Kauh. ! 

i 

i 

By Mr. Wozencraft: j 

Q. What was established as the terminal taxes for the 
First Pacific Zone in the United States on th£ Mackay- 
Japan business over the new Mackay-Japan circuit? A. 
Two cents per word ordinary rate. 

Q. Had not the cable rate for years been fouii cents per 
word? A. No sir. | 

Q. Had it ever been two cents ? A. It was two cents. 

Q. Had it never been four cents a word? That is what I 
mean to say. A. Not as far as the Postal Telegraph was 
concerned. 

Q. Was the rate charged to the public reduced on the 
newly established Mackay-Japan circuit? A. N<j>, the rate 
was the same as via all carriers. ! 

_ i 

Q. The rate was the same? A. Yes sir. 

Q. What was the division of the toll between ^Tapan and 
Mackay on an ordinary full-rate message, giving the rate 
and the division of the toll ? A. It was a fifty-fifty division 
after the deduction of the payouts for the Japahese term¬ 
inal tax and the equivalent of that in this country, the two 
cents per cents per word. | 

279 Q. What was the rate per word from San Francisco 
to Tokyo, the ordinary full rate ? A. 67 cents per 

word. 

Q. Will you break that down please to its division? A. 
After deducting—of course, in gold francs— 

Q. (Interposing) Give the items you deduct, j You say 
“after deducting.” A. In the settlement with the Jap¬ 
anese, if there were just that single message, you iJrould take 


i 
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the gold franc rate of 3.45, deduct 35 centimes for the Jap¬ 
anese terminal tax, and 10 centimes on the gold basis for 
the First Zone terminal tax at San Francisco, which was 
split fifty-fifty, one and a half gold francs to the Japanese 
and one and a half to the Mackav Radio. 

Q. The total rate is 3.45? A. Yes. Deduct .45 and leave 
you three. 

Q. What is the first one you mentioned? A. Deduct 35 
centimes Japanese terminal tax. 

Q. And then deduct what? A. Ten centimes for the First 
Zone terminal tax in this country. The total deduction of 
45 centimes leaves a net of 3 gold francs. 

Q. Leaving a net of 3 gold francs, which was divided 
fiftv-fiftv? A. That is correct. 

•» V 

Q. Do you happen to know, and I ask it now simply not 

to interrupt the trend of the cross examination, and I 

280 will show it later bv Mr. Winterbottom if vou don’t 

* * 

know, but do you happen to know that the First 
Pacific Zone terminal tax on a similar message handled by 
R. C. A. C. was 20 gold centimes ? A. No I did not know that 
RCA paid out more to the Western Union than we pay out 
to Postal. 

Q. So that if the 35 centimes Japanese terminal tax was 
the same in both messages, as I believe it was, and a 20 
gold centimes terminal tax for the First Pacific Zone was 
taken out, that would make a total of 35 and 20, or 55, which 
deducted from 3.45, would leave 2.90, which divided in half, 
it would leave 1.45 instead of 1.50. If mv mathematics is 

correct, and the facts are correct, the result is correct, is 

* # 

that correct? A. I think vou have answered it. 

Q. So that, granting the correctness of that premise, when 
the Mackay-Japanese circuit was established, Japan re¬ 
ceived 5 gold centimes per word on a full rate message more 
for messages sent to Mackay than to R. C. A. C. communica¬ 
tions? The result follows the preliminary statements, if 
thev are correct? A. Yes. 

Mr. Wozencraft: I think that is all you need the rate ex¬ 
pert for now. 

(The gentleman retires.) 



I 
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By Mr. Wozencraft: j 

Q. What was the I. T. & T. method of sending piessages to 
Japan—A. (Interposing) Could I add something to 

281 my last answer? j 

Q. Certainly. A. We did not see how ive could de¬ 
mand a first zone tax in excess of what we were paying out, 
so rather than put our new partner, the Japanese adminis¬ 
tration, in a position of saying that the Americans were pul¬ 
ling a fast one on them, we lived up to our contract, because 
we were paying out 2 cents and paid them their terminal tax, 
as you did and we split the balance fifty-fifty. | 

Q. The result was that the public paid the s&me amount 
and Japan got 5 centimes a word gold more out of the 
division? A. Yes. The situation arising out of the fact, as 
I stated before, that Mackay pays less to Postal for services, 
than you pay Western Union. 

Q. Prior to the establishment of the direct Mackay-Japan 
circuit, what was the normal routing of I. T. & T. messages 
from the United States to Japan? A. I do not like to be 
correcting you all of the time, but I don’t know what you 
mean by I. T. & T. messages. 

Q. I mean the International System as advertised. Mes¬ 
sages destined for Japan, or originating on anj member of 
the International System. A. Over the Commercial Pacific 

Cable ? | 

Q. What is the ownership of the Commercial Pacific 
Cable? By nationalities. A. I think it is similar to your 
consortium set-up. Twenty-five per cent American, that 
is to say, the Mackay companies, and thb remaining 

282 75 per cent is owned by British and Banish cable 

companies. j 

Q. So in setting up the consortium companies, we fol¬ 
lowed an illustrious example? A. I will accept that if you 
want to make that as a statement. 

Q. Mr. Stone, who operated and now operates the Com¬ 
mercial Pacific Cable to Japan, the American lend? A. It 

is American operated. I 

Q. By what company ? A. The Commercial Pacific Cable 
Company is the name of the company, and it is loperated by 
officers of the Mackay System, Mr. John Goldhammer as 
vice president, Mr. Clarence Mackay I believe!is its presi¬ 
dent. 


i 
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Q. And has the establishment of the direct Mackay circuit 
with Japan caused the Commercial Pacific Cable Company 
to lose any traffic? A. In the westward direction. I do not 
think it has affected it so much in the eastward. 

Q. You think from United States to Japan—is that west¬ 
ward or eastward from San Francisco? A. To Japan? 

Q. Yes. A. I am a Californian, and I have always seen 
the sun set west of San Francisco. Perhaps I am wrong, 
being only a layman, but I think it is west of San Francisco. 

Q. Not being a Californian, perhaps I was wrong. When 
you referred to the westward traffic, you meant traffic from 
the United States to Japan? A. Yes sir. 

283 Q. You say it has perhaps hurt the Commercial 
Pacific revenue somewhat in that direction, but not 

in the direction of the United States? A. I don’t know 
whether I said 44 hurt,” but the effect of the Mackay Radio 
circuit has been in answer to your question, that there prob¬ 
ably has been some loss of westward traffic to the radio cir¬ 
cuit, but I do not think there has been— 

Q. (Interposing) You said, “to the radio circuit.” Do 
you mean to the cable circuit? A. From the cable to the 
radio, but in the eastward direction, I don’t think the effect 
has been so pronounced. 

Q. Has there been any effect at all? A. I am not certain. 
There may have been some, but it would be quite minor. 

Q. Quite minor? A. In my opinion. 

Q. How does Commercial Cable get its business from 
Japan into the United States? A. By transfer from the 
Postal Land Lines at New York. 

Q. From Japan to the United States, I mean? A. Do you 
mean Commercial-Pacific? 

Q. I did not say Commercial-Pacific, I should have. A. 
Will you read the question please. 

Q. Commercial Cable could hardly handle a message from 
Japan to New York. A. Will you read the question? I 
don’t know what the question is. 

284 Q. I will ask the reporter to strike it out and we 
will start over. How does the Commercial-Pacific 

secure traffic from Japan to the United States? A. I think 
the Commercial-Pacific witness here had better testify to 
that. 
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Q. To what extent do you think Mackay competition with 
Commercial-Pacific for business to Japan had hurt Com¬ 
mercial-Pacific revenue on business from the United States 
to Japan? State it in dollars for the first teg months of 
1935. A. I have not got it; I do not know. 

Q. Make an estimate if you will. You said it would hurt 
it to some extent. Would you say $100,000 or $$00,000 ? A. 
I don’t know. Mr. Goldhammer could tell you that. 

Q. $50,000, perhaps? A. Frankly I don’t kfiow. 

Q. Is not the figure indicated by your own ipcome from 
that business, the Mackay income from that business? A. 
If we have not taken some business from you, I shall be 
bitterly disappointed. ! 

Q. And if you did, we would. So one of u^ must have 
been disappointed. A. I will take my chances op that. The 
point is that our westward traffic is not solely taken from 
Commercial-Pacific bv anv manner of means. ! 

V •> ! 

Q. But some of it certainly is? A. Some of it certainly 
is. Some from you and some from Western Union. 
285 Q. And that, you would say, would be the case in 
any new circuit which would be established by Mac¬ 
kay? A. Well, naturally. I do not expect telegraph traffic 
is coming out of the air. When you people take it away 
from us and when we go back to get it, that is what we hope 
will follow. 

Q. You do not expect to develop any new telegraphic traf¬ 
fic, do you? A. New telegraphic traffic? 

Q. Yes, You just expect to get a division qf what the 
other companies are not handling. A. Well, I km a plain, 
practical fellow, Mr. Wozencraft— 

Mr. Kimball: (Interposing) I would like aij answer to 
that question. 

The Witness: I am going to answer it. I dq not like to 
come down here and give speeches. We might as well be 
perfectly practical in this situation. If there is any new 
telegraph business coming, it is coming because of "better 
service which will bring it, but as to estimating it and to 
make that a plea down here, I would hesitate to do it. I 
simply like to tell the practical facts, that you people have 
taken the business from our system and we are going to do 
everything we can with the help of this Commission to get it 
back. 


i 



170 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

Q. And you do not expect; any new business will be de¬ 
veloped by additional competition? Any really material 
volume of new business? You think it is simply a question 
of who can get the business there is, is that right? A. 

286 I think it is a question of getting the business which 
is going to be sent by telegraph, whether that be 

larger or smaller than the existing volume. The reason is 
that we are facing new forms of competition today which all 
of us in the telegraph business are well aware of. As Mr. 
Williver says, the heavily subsidized air mail, and we have 
got the Pan American now crossing the Pacific. We have 
got radio-telephone circuits across the Pacific. I don’t 
know where the telegraph business is going, and I think any 
practical men like Mr. Williver and Mr. Winterbottom feel 
exactly as I do. 

Q. You don’t expect the total volume of telegraph busi¬ 
ness to increase very rapidly, do you? A. If general busi¬ 
ness does, we will get some of it; all of us, I mean, as against 
the flow that will go air mail and telephone. It is the same 
problem in domestic. I am sure we all understand the situa¬ 
tion and the Commission does from the hearing on General 
Order No. 12. 

Q. But you do not think, do you, that additional competi¬ 
tion creates international telegraph business which would 
not be in existence without that additional competition. A. 
It depends on the nature of that competition. 

Q. Mackay competition. A. At the same rates? 

Q. Yes, cmpetition at the same rates. A. I don’t think 
there will be a great amount of new business created at the 
same rates. 

287 Q. Then your claim for .justification of the estab¬ 
lishment of new circuits is not the hope that it will 

create new business, but that Mackay will get a share of the 
business that would exist anyway, is that right? A. We 
want a share of the existing and our share of all of the new, 
no matter how produced. 

Mr. Wozencraft: May I have the question repeated? 

(The reporter repeats the question.) 

Mr. Wozencraft: I would like an answer, yes or no. 

The Witness: Well, I want both the existing volume and 
any new that is created. 
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Mr. Wozencraft: Read the question to him, Mr. Re¬ 
porter. 

The Witness: Created from a general improvement of 
business or however it is created. ! 

Mr. Wozencraft: Read the question back to him again. 

I 

(The question was repeated.) | 

Mr. Royce: I ask that the reporter also read the answer. 

i 

(The answer is read.) I 

Mr. Wozencraft: I asked for a yes or no apswer to the 
question. : 

Mr. Royce: I submit that the question ha|s been fully 
answered. ! 

Mr. Kimball: The witness can answer yes pr no, and if 
after answering it yes or no he wants to make any explana¬ 
tion, he can make any explanation he sees fit. ' 

The Chairman: Do you think the question is susceptible 
of a ves or no answer? ! 

l 

The Witness: I would like it read again. 

i 

(The question is repeated.) ! 

* 

288 The Witness: I am having considerable trouble 
with the English there in that question. ! May I have 
it read again? 

(The question is repeated.) | 

l 

_ i 

The Witness: No, that is not our claim. 

The Chairman: We will recess now for five minutes. 

(The hearing recessed and thereupon resumed after the 
short recess.) 

The Chairman: Will you resume, Mr. Wozepcraft? 


290 Bv Mr. Wozencraft: 

m/ 

l 

Q. Who operates the Commercial Pacific Cable? A. The 
Commercial Pacific Cable Company. j 

Q. What individuals? A. It is officered by officers of the 
Mackav System. 

291 Q. Which is a part of the International System? 
A. Which is a part of the Postal Telegraph and Cable 

Corporation. 


i 


i 

i 
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Q. "Which is a part of the International System? A. 
Which is in turn is owned by the International, but the point 
I am making is, there is none of the personnel, so far as I 
know—well, I should withdraw that, because I believe Mr. 
Mackay is a director of the International, so that there are 
officers of the Commercial Pacific who hold directorships, 
but as I think you are well aware, that situation came about 
after the acquisition by the I.T. & T., and it was a question 
more of the individuals of the Mackay System being, I won’t 
say, elevated, because that is not what I mean, except the 
only vertical point is in the question of an organization 
chart, who assumed positions in the parent rather than new 
people coming in from the parent to assume positions in the 
Commercial Pacific. So that from an operating standpoint, 
the officers of the Commercial Pacific are the same, so far as 
I know, as they have been for many years. Mr. Mackay is 
an officer and Mr. Goldhammer is the operating man. 

Q. This is the simple fact I want to get at. A. I am not 
trying to conceal anything. 

Q. The I.T. & T., briefly, operates Commercial Pacific 
Cable, through a lot of different channels, but it operates 
it, doesn’t it? A. Well, I don’t know whether that is so or 
not. Really. I mean, from a legal point of view. It 
292 seems to me that is the question you are putting to 
me. 

The Chairman: The Chair suggests that at some time or 
other counsel are going to put into the record the complete 
picture on the relationship of these companies to each other, 
and with that information before the Commission, it can 
draw its own conclusions as to who does the operating. 

Mr. Kern: We have offered to do that, but we do not 
want to interrupt the cross-examination. 

300 By Mr. Wozencraft: 

Q. From what American connecting carrier does Mackay 
Radio receive the business destined for Japan? A. Postal 
Telegraph, All-America Cables, and Commercial Cables. 

Q. Does Mackay get for Japan from Postal land lines, 
only traffic which is especially routed via Mackay? 

301 A. Generally I think that is so. There may be some 
unrouted. 

Q. You think not much? A. If there is any, I wish it 
were ten times that much. It is not much. 
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Q. I am sure you do, however much it may be, but is it 
much? A. Not much, to my great regret. 

Q. The business which Mackay gets, then, fof Japan and 
China, in this country, your testimony is, is predominantly 
business which the sender has routed via Mackay; is that 
right? A. In this country that is so. 

Q. Yesterday you testified concerning the contributions 
of the old Federal Telegraph Company to the progress of 
the radio art. A. There is only one Federal. J mean there 
is not an old and a new one. j 

Q. But as radio companies go, it is quite antique, is it not ? 
A. We have had a long and rich experience. j[ could add, 
fighting the RCA. j 

Q. But you still enjoyed doing it? A. I lov^ it. 

Q. How many employees has the Mackay Of Delaware 
now engaged in research in the United States in Ithe develop¬ 
ment of radio communications? A. I don’t think any. 
Federal does that. | 

Q. Mackay of California? A. The sarqe answer. 
302 Q. All right. A. The Federal is our One hundred 
per cent owned subsidiary. 

Q. How many employees has the Federal now engaged 
exclusively in research? A. I should like to give an esti¬ 
mate. If it is very far wrong, may I have the privilege of 
correcting it later? 

Q. If you give an estimate to the best of your knowledge 
and belief, that is perfectly satisfactory on tips. A. Per¬ 
haps 30 engineers and associate assistants. | 

Q. Since the Federal was acquired by the I. T. & T., what 
contributions to the art of radio-telegraph cominunications 
has the Federal made? A. Well, you see, it has been 
tougher since the vacuum tube oscillator which really should 
have been our property, went over to your group, and dur¬ 
ing the period when this case was in the Patent Office and 
we did not realize, because the testimony had not been made 
known, that the vacuum tube oscillator which wafe purchased 
by the A. T. & T. and under which you got exclusive rights 
for radio telegraphy, was actually invented by ufe. It should 
have been our property. j 

I think I established that we had a pretty good gambling 
chance to that situation when Mr. Sarnoff and the other 
officers of the group involved in the cross-licensing deal, 
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gave us a free license for any purpose under the two 

303 fundamental DeForrest patents, the only patents in 
the radio art which have been up to the Supreme 

Court and adjudicated. 

But during that period when we did not realize what has 
been—I won’t say taken away, but we will say just did not 
come to us—a number of patents were taken out by people 
who did get the invention, of the results of our research 
back in 1912, with the result that when the full facts became 
known and we realized that we should have had the oscil¬ 
lator patent and got a free license, the field had been pretty 
effectively sewed up with patent applications by the group 
with which you are cross-licensed, so that for a while we 
had quite a set back to get into the short wave field, and Mr. 
Pratt will cover that in his engineering description. 

We are now up to a point where by diligent research and 
expenditures of considerable sum of money, several hun¬ 
dreds of thousands of dollars since the I. T. & T. acquired 
the Mackay System, where we are now on a par, we feel— 
we don’t say we were some years back—with our competi¬ 
tors, and starting from that base, we are now beginning to 
plough into the art. Our new devices and our new contribu¬ 
tions, I am not going to be foolish enough to disclose in this 
room, but we are making progress. Don’t worry. You 
asked us the contributions we had made, and I don’t intend 
to tell you in this room. 

Q. I did not ask you what contributions you are making- 
now, but I asked you what contributions have you made? 
What contribution have vou made concerning which 

304 information is now public, since the I. T. & T. ac¬ 
quired the Federal ? A. I have given an explanation 

of why we had a set back because of the fact that we did 
not get what should have been ours, and during that period 
we were engaged in bringing ourselves up to a position of 
an equality of radio technique in this country with those 
who got the benefits of our research. 

Mr. Kimball: Will you answer Mr. Wozencraft’s ques¬ 
tion? Is it, none? 

The Witness: No, it is not none. We have continued the 
improvements with the marine radio compass, which we 
introduced in the merchant marine. 
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By Mr. Wozencraft: I 

Q. What else? A. I would rather have Mr. Pratt, be¬ 
cause he is more of a technical man. | 

Q. Mr. Pratt is qualified to talk about the contributions of 
the Federal since its acquisition by the A. T. & T.? A. I 
will be frank to say that they have not been as Outstanding 
as they were prior to the period when the crdss-licensees 
sewed up the art with patents which should have been our 
property. i 

Mr. Wozencraft: Mr. Chairman, I would like the record 
to show that at least in the view of this respondent, Mr. 
Stone’s statements since the first question as jto the con¬ 
tribution of Federal to the art of radio telegraphy since 
its acquisition by the I. T. & T. has been hon-respon- 
305 sive and inflammable, intended and calculated to 
arouse prejudice — ; 

The Witness: (Interposing) That was not; my intent. 
That is the natural reaction of a man that has lost some- 

I 

thing which should have been his property. j 

Mr. Wozencraft: Which he thinks should ha^e been and 
doubtless we would have thought had the decision of the 
courts or the Patent Office been the other way— j 

The Witness: (Interposing) It was not thej decision of 

the court. j 

Mr. Wozencraft: Whoever it was. I don’t know. But I 
would like the record to show that the only reason why I 
am not going to cross-examine Mr. Stone in detail on his 
statements and to produce contradicting testimony is not 
because I do not think the statements are susceptible to the 
introduction of such testimonv which would teiid to contra- 
diet them, but because I regard as here irrelevant anything 
which the Federal did before its acquisition by the I. T. & 
T.” We are trying this lawsuit against the I.j T. & T., as 
I understand it. I may be entirely wrong, but! I want, the 
record to show that I do not oppose Mr. Stone’s statement 
because I acquiesce in statements because I acquiesce in 
them, but because I do not regard them as relevant in this 
hearing. We are interested now, as I see it,! in the con¬ 
tributions which the I. T. & T. have made in this country to 
international radio-telegraphy, and not in the j ancient his- 
torv of the Federal Radio, with the consequent opening up 

I 

1 


1 
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of all of the old controversy as to who should have won a 
patent suit. 

306 The Witness: You do not understand the situa¬ 
tion, apparently— 

Mr. Wozencraft: (Continuing) Which went to the Su¬ 
preme Court four times, and I do not see any reason to go 
into that. 

The Chairman: The reporter has your statement, Mr. 
Wozencraft. 

We shall recess at this time until 2:15 this afternoon. 

(Whereupon at 12:30 p.m., a recess was taken until 2.15 
o’clock of the same day.) 

Mr. Stone, what is the advantage to Norway of 

308 the new circuit of Mackay? A. I would say the ad¬ 
vantage to Norway was the choice—was the ability 

to have a second radio route to the United States. 

Q. Any financial advantage! A. To Norway! 

Q. Yes, to the Norwegian Administration. A. Yes. On 
the traffic that would go by Radio the Norwegian Admin¬ 
istration receives more than when it goes by cable. That 
has been the reason, or, rather, that reason has been re¬ 
sponsible for the very large growth of westward traffic 
from Europe via radio where the Government has a radio 
station, and, as is generally the case, controls the land line 
communication within the country itself. 

I think I may say that certainly in my own 

309 opinion that has been one of the biggest factors in 
the competitive growth of radio across the Atlantic. 

Q. Where has the money come from that Norway gets 
or will get out of this circuit if it is established! A. From 
the sender of the message. 

Q. And does the Commercial Cable Company lose any 
revenue because the money from the sender of the message 
goes to Norway instead of to Commercial Cable! A. It 
does not lose it if it never had it. 

If the sender were going to send a message by Com¬ 
mercial Cable and started to send it via the circuit of 
R.C.A.C., the Commercial Cable would have suffered a po¬ 
tential loss. The same thing is true if it should go via the 
Mackay Radio. 

Q. The present normal route for messages entrusted to 
the International System for transmission from the United 
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States to Norway is the Commercial Cable, isj it not? A. 
Yes. i 

i 

Q. And it will become under your new contract, if the 
Commission approves your application, the normal route 
will become Mackav Radio? A. That is correct. 

Q. And the Commercial Cable Company keeps all the 
transatlantic toll now, doesn’t it? A. No. j 

Q. Doesn’t it keep all the transatlantic toll? A. No. 

Q. What proportion doesn’t it keep? A. The 

310 portion that is required to forward the tnessage be- 

vond London to Nor wav. 

» * 

Q. I was going to come ro that as the out payments be¬ 
yond London, considering America-London. If I am not 
correct perhaps I was in error in my terminology. But 
the fact is the Commercial Cable does not keep the entire 
United States-London portion of the toll? A. The Com¬ 
mercial Cable keeps the entire proportion accruing to it 
for the service it performs. j 

Q. To London ? A. But that mav not necessarilv be the 
normal London-New York rate. j 

Q. Oh, I understand that. On a full rate message from 
New York to Oslo would the proportion of the tloll retained 
by Mackav Radio on the direct circuit be greater than the 
proportion of the toll retained by Commercial Cable if the 
message is transmitted by cable? A. Would you read that 
again ? j 

(The question was read vt the reporter.) j 

A. It would be less bv Mackav Radio. 

* * 

Bv Mr. Wozencraft: i 

* 

i 

Q. How much less? A. I think I have that computed 
here (examining documents.) j 

In the eastward direction via Mackav Radio! due to the 
fact that abnormal exchange rates obtain as between the 
value of the United States dollar and the gold franc, which 
gold franc today is approximately 32^4 cents, as against 
its parity of between 19 and 20 cents, Mackay will retain 
.0206 cents per word from all zones in the United 

311 States except Zone 1. j 

Zone 1 is split between Maine and other States. 


i 
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From Maine the share for the transatlantic haul which 
Mackay will hold is .0094 cents per word, and from the 
other States of Zone 1 .0131. 

That, of course, shows a very small revenue on eastward 
traffic. 

On westward traffic— 

Q. (Interposing) Just a second, please. Won’t you give 
the same figures for Commercial on the same traffic while 
you are at it? A. All right. In the Commercial Cable 
case the Commercial Cable receives .0586 from Zone 1 with 
the exception of Maine, where it receives .0386 from other 
zones Commercial receives .0986. 

Now, in the westward direction— 

Q. (Interposing) Excuse me. Now, will you give the 
comparison and the loss to either Mackay or Commercial 
as it may be with the comparison of the two sets of figures? 
A. For all zones but the first zone the difference is a loss 
of .078 cents per word, with the exception of the first zone, 
where in the case of Maine the loss is .029 cents per word. 
In the case of other States of Zone 1 .046 cents per word. I 
am speaking of ordinary rate traffic. 

Q. That is a loss to whom? A. That is not a loss to 
either one or the other of the Commercial nor 
312 Mackav. 

I should have said it is the difference in the rev¬ 
enue which Mackay will receive, compared with the rev¬ 
enue now being received on such traffic on Commercial 
Cable. 

Q. The revenue of Mackay would be less or greater than 
that— A. (Interposing) The revenue of Mackay would 
be less per word in the amounts I have given on eastward 
traffic. 

Q. You gave your figures in terms of cents? A. Yes. 
That is the basis on which we collect. 

Q. That is 78/1000 of a cent? A. I think that is right. 
(A pause): No; it is 7.8 cents. 

Q. You said .078. A. I should have said .07 dollars. 

Q. Then it is 7.8 less revenue to Mackay than would be 

received bv Commercial Cable on eastward traffic of the 

•> 

same character which you have compared? A. From other 
than Zone 1. 

Q. From other than Zone 1? A. That is right. 


i 
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• I 

Q. Now, at what rate did you convert gold francs to 
cents? A. The present exchange rate, 32-1/2! cents. 

Q. 32-1/2 cents. All right, sir; you were gbing now to 
the westward direction. A. Well, in the westward direc¬ 
tion the loss that we encounter on foreign exchange is com¬ 
pensated by a profit. j 

313 I might say in the over all picture! that if the 

traffic were evenly balanced that the loss in the east¬ 
ward direction would be compensated by the profit on ex¬ 
change made in the westerly direction. So that| I will come 
back to the exact figures, but I would like to give the over 
all picture now. So that you would be dividing 20 cents, 
or receiving 10 cents per word on all zones I other than 
Zone 1. ! 

i 

And in the case of Zone 1 you would be receiving 8 cents 
per word. j 

However, the actual figures in the westward direction, 
regardless of the balance of the traffic, merely! stated on a 
word basis, are these: Mackay Radio’s proportion per 
word for all zones other than zone 1 is 17 centjs per word. 

In the case of Zone 1 it is 15.9 cents per word from 
Maine, and 16.3 for the other States of zone 1. j 

In the case today of Commercial Cables-fexcuse me. 
I should add that in the case of all zones other than zone 1 
in the United States Mackay Radio has an exchange profit 
over and above the normal zone rates in this! country of 
2-1.2 cents to zone 2, and 8-3/4 cents, which ijs the maxi¬ 
mum for zone 5. ! 

i 

Now, in the case of Commercial Cables today for all 
zones other than Zone 1 Commercial Cables receive 24.86 
cents per word. 

For Zone 1, Maine, 18.86 cents per word, $nd for the 
other States of zone 1, 20.86 per word. 

314 By Mr. Kern: j 

I 

Q. That is on eastward or westward? A. This is 
on westward traffic. I suppose you want the! differences 

brought out ? | 

I 

By Mr. Wozencraft: j 

I 

Q. If you will give them to me, please. A. The differ¬ 
ences will be in the case of all zones except Zone 1, 7.8 cents 

per word less. j 


i 


i 


i 
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Q. Less to Mackay? A. Yes. For Zone one Maine 2.9 
cents per word less, and the other States of Zone 1, 4-1/2 
cents per word less. 

Of course, that apparent shrinkage in revenue will be 
more than compensated by the increased westward revenue 
which the Mackay Radio will have under its proposed con¬ 
tract with the Norwegian Administration. 

Q. The bulk of the traffic is destined to Zone 1, is it not ? 
A. I suppose so, guessing, but if that is your experience it 
will unquestionably be ours. 

Q. Y"ou stated that the loss per word to Commercial 
Cable would be more than made up by the volume which 


Mackay would get ; 


is that right? 


A. No. I think I said 


that the difference in revenues as between the two routes 


would be more than made up by the much larger westward 
revenue that we will receive from Norway, quite apart 
from that normal increase in eastward business which we 


mav reasonablv expect bv virtue of the heavier westward 
volume. 


315 


Q. Would that be new traffic or traffic sent by the 


Norwegian Administration to Mackay instead of 
R.C.A.C.? A. The bulk of it will—the bulk of the 


increased westward traffic, I take it you mean? 

Q. Yes. A. (Continuing)—will unquestionably 
316 come from the present Norwegian R. C. A. C. 
circuit, traffic that formerly flowed over the cables. 
Q. Is the volume of traffic handled by commercial cable 
east to Norway substantially greater than the volume of 
traffic handled bv Commercial west from Norwav? A. 

v •* 

Very much greater. 

Q. How does that become possible if, as you have stated 
earlier, a customer usually routes his answer over the same 
route as he received the telegram from? A. I should have 
cualifibd mv statement to sav that a customer in this 

▲ * v 

country does so for the simple reason that there is no par¬ 
ticular national appeal to a customer in the United States, 
since he does not send outgoing messages through his own 
Government, bul through commercial carriers. And for 
[he sake of argument we will assume that the customer is 
not a stockholder in one of the three carrier systems. But 
when you come to Europe the customer there is urged to 
favor the circuit which his government owns. And, as I 






I 

I 
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think you have found to your advantage in many of the 
countries with which you have direct circuits,! the effect of 
that strong national appeal has been to divert traffic from 
the cables to the radio circuit. 

Q. But you stated that the tendency in the Ignited States 
is to send an answer over the route by which the message 
is received ? A. That is correct. | 

Q. Then if most of the messages from Norway 

317 come via R. C. A. C. instead of via Commercial 
Cable why does the American send s^ many mes¬ 
sages to Norway over Commercial Cables? A. I did not 
say they did. I said the volume of the eastward traffic in 
response to your question which Commercial Cable still 
has today is much larger than westward. | 

Q. We were talking about Norway, weren’t we? A. That 
is right. | 

Q. Then the percentage of the eastward traffic to Nor¬ 
way is much greater than the Westward traffic from Nor- 
way in sofar as the Commercial Cable is concerned? A. 
That is right. | 

Q. A smaller number of messages come tb the United 
States through Commercial Cable than go from it? A. 
That is right. j 

Q. If the tendency of the man receiving a message from 
Norway is to answer by the same route that he has re¬ 
ceived the message why do so many people who receive 
messages over R. C. A. C. from Norway send messages 
over Commercial Cable and Western Union? |A. I do not 
know that there are many. We are talking relative 
amounts. You must not confuse eastward and westward 
percentages with a large number of eastern dressages via 
Commercial Cable vis-a-vis the eastward traffic via its 
competitor. | 

Q. Isn’t it your experience that the volume bf traffic be¬ 
tween two countries in each direction about balances. A. 
The Western Union answer says to the contrar^ in its Nor¬ 
way case. f 

i 

318 Q. What is your experience? A. Yob can’t give 
a general formula. I don’t doubt that the answer 

of the Western Union is accurate. I would say that that 
depends on a great many trade and population! and nation¬ 
al wealth factors. We see that then exemplified in the 


i 


i 
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domestic business and it is repeated in the overseas 
business. 

In the case of Norway it appears that there are four 
messages sent from the United States for every three sent 
to the United States. If that is in your opinion a balance 
then I agree, but I assumed you meant more nearly equal. 

Q. My understanding of your testimony yesterday was 
that usually traffic is pretty much message-for-message. 
A. Well, if an answer is going to be sent it usually goes via 
the line that it was received on unless these national fac¬ 
tors step into the picture to change that. By “national” I 
mean the ownership of radio by the Government. 

Q. May I ask now that Mr. Goldhammer, if convenient, 
be prepared to give the amount of traffic handled by Com¬ 
mercial Cable from the United States to Norway and from 
Norway to the United States? A. I think he has it. Do 
you want it now in the testimony? 

Q. It does not particularly matter. I thought he had the 
figures in mind. I would be glad to ask him about it when 
he gets on the stand. 

Mr. Kern. You have the answer as filed on that with the 
Commission ? 

Mr. Wozencraft: Yes. 

319 Mr. Kern: Mr. Goldhammer is going to testify 
on this just as soon as we get through with this wit¬ 
ness. We have got one or two other witnesses, but I do not 
like to interrupt the presentation and have Mr. Goldham¬ 
mer state something now which he can state wffien he is on 
the stand. 

Mr. Wozencraft: All right. 

By Mr. Wozencraft: 

Q. The figures filed by Commercial Cable in response to 
Commission questionnaire shows the number of words 
handled by Commercial Cable Company eastbound to Nor¬ 
way for the first ten months of 1935 to be 190,073— 

Mr. Kern (interposing): That is the very first question 
on the first page, the first paragraph. 

By Mr. Wozencraft: 

Q. (Continuing) And the westward traffic to be 73,343, 
is that correct? 
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Mr. Kimball: Are those messages or words? 

Mr. Wozencraft: Words. 

A. I confirm the accuracy of the figures thgt you have 
read from this exhibit. 

By Mr. Kimball. 

Q. Mr. Stone, just before you go ahead, so ^e can get it 
at this place, if you know, what is the averag^ wordage in 
a message on commercial cables? A. I couldp’t give you 
that offhand. I might say that this is all woifdage, and I 
don’t think it will be as significant as breaking it down in¬ 
to, for example, the full ordinary or the C D E ordinary, 
which would eliminate any factor due to the difference in 
time and the more prevalent use perhaps of night 
320 letters in one direction as against the other direc¬ 
tion. 

By Mr. Wozencraft: j 

Q. Under the line from which I have read, wjiich appears 
on the tabular, statement accompanying the | Commercial 
Cable Company response to Commission questionnaire in 
connection with this hearing there appears a line, or, 
rather, a word in parantheses, the word being “messages”. 
After that appears the figure “9”. Does th^t mean that 
the average length of messages is 9 words? | A. I don’t 
know. 

i 

Mr. Goldhammer: No. That refers to greeting mes¬ 
sages. 

Mr. Wozencraft: Thank vou. It does not show here. 

V 

i 

By Mr. Wozencraft: 

Q. The record shows then that Commercial Cable 
handles something more than twice as many words east¬ 
ward to Norway as westbound from Norway, does it not? 
A. It is quite a bit more than twice as many, and that is 
for the overall classification. But I observe thg,t under the 
ordinary classification, full ordinary, Commercial Cable 
sent in 10 months 7,569 words eastward and received 976 
words westward, which is more than two to one. It is about 
almost eight to one. 

Q. In view of the tendency of the United States tele¬ 
graph user to use the same route to a country over which 
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messages come to him how do you explain that discrep¬ 
ancy? A. What discrepancy: 

Q. The discrepancy in the number of messages 

321 handled by Commercial Cables or the words handled 
by Commercial Cables eastward and westward? A. 

I thought I had given that. It is due to the nationalistic 
feeling of the circuit. But there is no assurance this east¬ 
ward traffic is going to stay at its present level. When that 
law is fully operating there won’t be much traffic left to 
the cables in either direction. 

Q. But you think that that is a complete justification of 
the application of your statement that in the United States 
a telegraph user tends to send a message to a country over 
the route by which it receives a message from a country, 
and that here eight times as many words are given to Com¬ 
mercial Cables to send to Norway as come from Norway 
via Commercial Cables? A. It does not alter the situation 
that if it were not for that factor the ratio would probably 
be still higher. 

Q. Will qou please refer to the responses filed by the 
Commercial Cable and Mackay, respectively, and confirm, 
or correct the statement that those responses show that 
the revenue anticipated over the new Mackay circuit for 
ten months, this gross revenue anticipated by Mackay is 
$15,826.63, and the— A. (Interposing) I will agree that 
this is the figures submitted which were based upon the 
present volume of traffic handled by Commercial Cables 
and Mackav Radio, and does not take into account anv in- 
crease in traffic which we hope will come to Mackay Radio 
from our competitors and which the Commercial Cable has 
not been able to get. 

Q. And the Commercial Cable response shows, 

322 does it not, that the amount actually received by 
Commercial Cable for handling that same amount 

of business was $18,291.84 for ten months? A. Well, I 
confirm that the exhibit from which you are reading shows 
that revenue for Commercial Cable for the ten months 
ended October 31, 1935. 

Q. Confirming the two figures, the responses of the two 
companies taken together show, do they not, that the reve¬ 
nue to be anticipated by Mackay for ten months operation is 
$2,465.21 less than that which was received by Commercial 


i 
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Cable for ten months 7 operation? A. That conclusion is 
correct, based on the exhibits as filed, but I think I have 
testified that the Mackay estimate does not take into ac¬ 
count what unquestionably will be realized in thb westward 
direction by virtue of traffic to be taken from opr competi¬ 
tors due to a larger eastward file than we now Cnjoy. 

Q. May I ask you to refer again to the exhibits and see 
if you wish to modify that statement in view |of the fact 
that the number of words transmitted westbound from 
Norway to the United States via Commercial! Cable for 
the first ten months of 1935 totalled 73,343, a$ you have 
e<*dy testified, an^l tiial in the estimate for ten months 
filed by Mackay the number of words which it i$ estimated 
Mackay will handle from Norway to the United States is 
146,686 words, exactly twice as much as the Commercial 
Cable response shows that that company did handle for a 
ten months 7 period? A. That is correct. 

Q. Then the I. T. & T. system would be handling 
323 twice as much business from Norway to ithe United 
States as it handles and receiving $2,465.21 less 
revenue, is that right? A. That is correct, and is incom¬ 
plete. I 

Q. Will you please complete it? A. Well, because there 
will be additional revenue to be received in a westward di¬ 
rection which the Commercial Cables and Mackay Radio do 
not now handle. ! 

This estimate is based merely on a mathematical com¬ 
putation, based on the provisions of the agreement, and 
does not take into account any estimate, conservative or 
optimistic, as to the volume to be diverted by Canvassing 
activity or otherwise from our competitors. ! 

Q. Commercial Cable has canvassers in Norway now, 
does it not? A. That is correct. j 

Q. Those canvassers will be canvassers fo|r Mackay 
Radio, will they not? A. That is correct. j 
Q. The contract with Norway in substance provides, 

, or way will transmit via Mackajr the same 

proportion of the telegraph business destined to or through 
the United States which it receives of the telegraph busi¬ 
ness from the United States by Mackay Radiol? A. Via 
radio I think you mean to say. j 

Q. By radio; I am sorry. By radio. A. That! is in sub¬ 
stance one of the provisions of the agreement. 
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Q. The contract also provides, does it not, that that vol¬ 
ume of business shall be made up, first, by sending 

324 all routed business via Mackay, and then making up 
the difference by sending a portion of the unrouted 

business via Mackay, the portion of the unrouted business 
being sufficient to make the total of the two the same per¬ 
centage of the radio-telegraph traffic from Norway to the 
United States that Mackay sends from the United States 
to Norway of the total telegraph traffic from the United 
States to Norway, is that right? A. That is correct. 

Q. So that you have already taken into consideration 
and based your estimate on securing for Mackay twice the 
volume of business which the solicitors so far have been 
able to secure for Commercial Cable? A. I have based our 
estimates on the mathematical results that will follow from 
our merely sending to Norway the same eastward traffic 
which we send today, without lifting a finger to develop 
one westward message. 

Now, to the extent that having a very much larger west¬ 
ward field via our radio circuit, or via the Mackay System, 
than we now enjoy, the increase in our eastward traffic will 
bring not only the added revenue from the ensuing in¬ 
crease in eastward traffic, but a proportional increase in 
westward traffic not shown in the Mackay Radio estimate, 
and full recognition of which we felt was made in our re- 
ply. 

Q. Do you rely for the increase on business from Nor¬ 
way on the increased volume, the increased proportion to 
the total of the volume of business which you expect to 
handle from the United States to Norway? 

The Witness: Will you read that again? 

325 (The pending question was thereupon read by the 
reporter.) 

A. In part. 

Q. For what do you rely upon for the rest of it? A. The 
fact that with that increased westward traffic, which as I 
have said comes mathematically from the application of 
the formula of the agreement, we will get a larger east¬ 
ward file than the two companies now enjoy, which in turn 
will help the westward traffic. 

Q. In other words, you think that the increase in the 
business from Norway to the United States which will re- 
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suit automatically under the terms of the contract from 
sending via Mackay the business already handled from the 
United States to Norway via Commercial Cable will result 
in getting additional business for you from the United 
States to Norway? A. Well, I followed you up ^o a point, 
and I think— 

Mr. Wozencraft: Will you read the question back, 
please? ! 

(The pending question was thereupon read by the re¬ 
porter.) 

Mr. Wozencraft: That is a good question. I ndmit it is 
long, but it is understandable. j 

The Witness: Well, maybe I am wrong. Will you try 
it again? Will you read it again, please? 

Mr. Wozencraft: Do you want it read again? 

The Witness: No; I have got it now. The answer is yes. 

By Mr. Wozencraft: j 

Q. Will the solicitors in Norway become joint solicitors, 
or will they work only for Mackay? A. No. Tljiey will be 
joint. 

326 Q. Will they work, these joint solicitors; primarily 
for business via Mackav or via Commercial? 

The Witness. Will you read that back, please? 

(The pending question was thereupon read by the re¬ 
porter.) 

A. Via Mackay. 

Q. Why, when Mackay brings to I. T. & T.j a smaller 
revenue per word for business from Norway to |:he United 
States than Commercial would bring for the iame busi¬ 
ness? A. We expect to do quite a bit more than the total 
business which we now enjoy. j 

They will be solicitors for Commercial only to the ex¬ 
tent that of course they will accept traffic from customers, 
endeavor to get customers who insist on a cabje route to 
file via Commercial instead of via the Western Union 
route. To that extent they will be joint. 

Q. Will you please state for the record the proposed rate 
per word for handling a full rate ordinary telegram from 
Noway to the United States? A. It is gold frahcs 1.20 to 
Zone 1. 

Q. Let us stop there a minute. Now, will you please 
break that down completely, showing the terminal tax and 


i 


i 
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divisions to all carriers who participate in the revenue? 
A. Well, I shall take the traffic bound for other zones than 
the United States. Zone 1. 

Q. Let us make the Zone 1 the first one. A. Well, you 
see the Trans-Atlantic rate is figured to Zone 1, but the 
portion that is divided varies according to the destina¬ 
tions. I know that sounds conflicting, but I think 

327 vou— 

* 

Q. (Interposing) All right. Take the whole business 
if you want to. A. All right. I would rather start with 
other zones. 

The rate to Zone 1 is 1.20 gold francs. 

The rate to Norwegian Terminal is 15 centimes. 

The Norwegian Radio proportion is 52.5 centimes. 

The Mackay Radio proportion is 52.5 centimes. 

The Mackay gross revenue then is 52.5 centimes, which 
at 32.5 cents is 17.06 cents per word. 

Since there is no zone 1 pay-out for traffic beyond Zone 
1 that makes a net Mackay proportion on such traffic of 52.5 
centimes per word, or 17.06 cents per word. 

Now on traffic actuallv destined for Zone 1 in the case 
of Maine the through rate is 1.20 gold francs. The Nor¬ 
wegian Terminal is 15 centimes. 

The Norwegian Radio proportion is 37.5 centimes. 

The Mackay Radio proportion is 37.5 centimes. 

The American Zone 1 terminal tax is 30 centimes, which 
is payable to a system company of the Postal Telegraph 
and Cable Company, with the Mackay gross credit of 67.5 
centimes, which at the current exchange of 32.5 cents is 
21.9 cents per word. 

The Zone 1 pay-out is 6 cents per word. If paid to us 
that does not alter the situation. 

If paid to Postal it leaves for Mackay 15.9 cents per 
word, but with the 6 cents payable to a system company. 

To other than Maine in Zone 1 the same through rate of 
1.20 gold francs obtains, with a Norwegian Terminal 

328 of 15 centimes. 

The Norwegian Radio proportion is 42.5 centimes. 

It is the same amount to the Mackay Radio, 42.5 cen¬ 
times. 

The American Zone 1 terminal tax is 20 centimes, pay¬ 
able to Postal Telegraph and Cable Company, with a Mac- 
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kay Radio gross credit of 62.5 centimes, or at tjie present 
current rate of exchange 20.3 cents per word. ; 

The U. S. A. Zone 1 except Maine pay-out is! 4 cents a 
word, which if paid to Mackay does not alter the above fig¬ 


ure given, and if paid to Postal, a system company, will 
leave with Mackav 16.3 cents a word. ! 


Q. I think we have already agreed that the bulk of the 
traffic will be between Zone 1 of the U. S. and Norway, have 


we not? A. I said if that is your experience I am willing 


to accept it that it will be ours. 


Q. Do you know whether or not that is Commercial 


Cables’ experience? A. Is it, Mr. Goldhamm^r? 
Mr. Goldhammer: Yes. 


The Witness: I will accept Mr. Goldhammer’s state¬ 
ment that it is and make it mine. 

By Mr. Wozencraft: j 

Q. On the breakdown that you have given ofj the Zone 
1, U. S.-Norway rate, you show that the Norwegian Gov¬ 
ernment gets a total of gold francs .675 per worcf, and that 
Mackay radio gets gold francs .525 per word, have you 
not? A. That is in other zones than Zonb 1. 

329 Q. I thought that was Zone 1. You say that is not 
in Zone 1? ! 

I 

(Discussion off the record.) 

A. No. That is other zones than Zone 1. I 

l 

Q. All right. Then for other zones the figures given are 
correct, and Norway does receive a total of gpld francs * 
.675, and Mackay gold francs .525 per word, is that right? 
A. That is right. j 

Q. How much do you receive or I mean will ypu receive 
if the circuit is opened? A. Well, that is on the jNorth At¬ 
lantic portion. That does not include the haul Within this 
country, for which a very much less credit as tp the haul 
within Norway is given to the Norwegian Administration. 
That is not a fair conclusion. i 

Q. I am sorry. A. I am sure you did not intern! to draw 
an unfair conclusion. You see we have just given the 
North Atlantic proportion, and while we have set forth the 
15 cent terminal tax, that takes care of the haul ii} Norway, 
and we have not included here that proportion wljiich takes 


i 
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care of the haul in the United States, but which is covered 
by our zone rates, on which, as I have said, in addition to * 
the normal zone rates which range from 4 to 14 cents, there 
is a profit, an additional profit ranging from 2% to 8% 
cents per words due to the gold franc exchange rate. 

In a westward direction from Norway when you com¬ 
bine those two you will find that the revenues accruing to 
the American carriers are considerable in excess of 

330 those accruing to the Norwegian Administration. 

Q. That is outside Zone 1. Let us take Zone 1, 
Oslo-New T York. A. You mean as to the monev? 

Q. Yes. A. What is your question? 

Q. Will you please give the rate and a breakdown? A. 

I have given it. 

Q. Between Oslo and New York? A. I have given it. 

(Discussion off the record.) 

The Witness: On this traffic the Norwegian Administra¬ 
tion will receive 57.5 centimes and the Mackay Radio will 
receive 62.5 centimes. 

Q. Now, where is this? A. Oslo to New York City. 

Q. Oslo to New York? A. City. 

Q. City. How much does Oslo receive? A. 57.5. 

Q. 57.5. And Mackay receives how much? A. 62.5. 

Q. Who receives the rest? Strike that question. There 
is no rest. A. There is none. 

Q. Will you please give the reason for that breakdown 
and the rate? A. It is a standard division, deducting the 
terminals at each end, and dividing the radio rate 

331 50-50. 

Q. Will you please break them down and divide 
them? A. It is perfectly obvious from what I have read 
that the terminal on the American zone is higher than in 
Norway. That is why there is a larger balance of the rate 
for the American end. It is the same proportion that ob¬ 
tains on the cables. 

Q. Mr. Stone, will Norway use the same transmitter in 
conducting service with Mackay, if that be authorized, 
which it uses now in conducting service with R. C. A. C.f 
A. My understanding is that it will not. 

Q. Do you know, or would Mr. Butner better be able to 
testify concerning that situation? A. He would be glad to 


i 




FEDERAL COMMUNICATIONS COMMISSION, ET 


AL. 


191 


testify, and of course he is one notch considerably nearer 
the situation. I think he will confirm, or I am sjure he will 
confirm what I have just said. I would be glad tb have him 
testify more fully on it. | 

Q. What service to Norway does Mackay propose to give 
which R. C. A. C. does not now give? A. It might be better. 

By Mr. Kimball: 

Q. You say it might be? A. It might be. 0ther than 

that no other service. ! 

By Mr. Wozencraft: j 

| 

Q. When you said before you were an optinjist I think 
this statement proves it. A. Oh, not necessarily. 

Q. But no different class or kind of service! from that 
already offered by R. C. A. C., is that right? Jl Not dif¬ 
ferent in one iota. It is exactly the same service that our 
competitors give. j 

332 Bv Mr. Kimball: ! 

«/ i 

i 

• I 

Q. What do you mean by the plural? A. What? 

Q. What do you mean by the plural, your cdmpetitors? 
A. Competitors? I thought the Western Union was still 
carrying some traffic, accepting it at least, before turning 
it over to R. C. A. 


By Mr. Wozencraft: 

Q. You thought also, didn’t you, that Western! Union was 
still carrying some across the cables to Norway’? 
not sure. I should imagine, as I said this mo 
they would turn it over to you. 

Q. Just where does Western Union turn over 
to R. C. A. C.? A. Why ? 

Q. Where? At what point? A. Well, any p 
the pay-outs would result in making it not profitable to 
Western Union to haul by cable to London when they can 
turn it over to you at New York. i 

Q. Will you name all those points? A. I say any point. 

Q. Will you name them in all the countries? A. Any 
points that fit I would imagine. 

Q. Where would they be? A. We start with this case. 
You have them turning over two for nine; I should imagine 


A. I am 
rning, that 

this traffic 

oint where 


i 






192 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

in fulfilling that contractual obligation the Western Union 
would turn over to the R. C. A. C. the traffic at those points 
where the pay-out is greatest. 

333 Mr. Kimball: Mr. Chairman, I am going to object 
to this. We have had it two or three times before. 

And Mr. Stone is plainly imagining what the facts are, and 
my understanding is entirely different from his imagination 
as to what the facts are. 

The Witness: I did not volunteer it. Mr. Wozencraft 
asked the questions to which that could be my only reply. 

Mr. Wozencraft: 1 do not agree with that. In the incep¬ 
tion of the answer I think your use of the plural “com¬ 
petitors” was clearly not called for by the question which 
I asked if vou intended to give anv service which R. C. A. C. 
does not now give. 

The Chairman: I think we will all agree the subject has 
been discussed all it profitably can be at this time. 

By Mr. Wozencraft: 

Q. Is it the purpose of Mackay to reduce the rate to the 
public between the United States and Norway? A. We 
have not that in mind. 

Q. Has Mackay ever initiated a rate reduction in the 

international telegraph field? A. Yes; we reduced the rate 

to Hawaii before the war below that of the Cable. 

Q. Was that Mackay? A. Mackay, or its predecessor. 

Q. I didn’t say anything about its predecessor. I asked 

vou if Mackav ever initiated the reduction of a rate in the 
» * 

international telegraph field. A. No. 

Q. No? 

334 Mr. Kern: You mean Mackay Radio there? 

Mr. Wozencraft: Yes, I mean Mackav Radio. 

The Witness: We have put in rate reductions con¬ 
currently with our competitors. 

By Mr. Wozencraft: 

Q. But you never initiated one? A. I don’t know who 
initiated it, but we both filed with this Commission the 
same rate to Japan on the same day. 

Q. If you will check the records I think you will find we 
filed at least 24 hours ahead of vou. A. Onlv because the 
date of receipt was in error at this Commission, which was 
subsequently corrected. 
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Q. I do not concur in that statement. A. Ouii man came 
down on the plane with you, came into the Commission 
with you, and I do not know why they had different dates 
on them being received. I 

Q. Who came into the Commission with me? ! A. A rep¬ 
resentative of our company. j 

Q. At the same time I came in to file those papers? A. 
That is correct. j 

Q. Who was he? A. Fred Rauh. 

Q. Does Mr. Rauh contend he was present in the Secre¬ 
tary’s office when I filed those papers? | 

Mr. Rauh: I was not there when you filed them. 

Bv Mr. Wozencraft: ! 

Q. And he did not come into the Secretary’s office with 
me? ! 

Mr. Rauh: That is all a sort of a technical ques- 
335 tion. j 

A. W 7 ell, he followed you into the building, filing 
the matter on the same day. 

By Mr. W 7 ozencraft: I 


Q. Of course, I do not know who followed me.! A. I will 
change that. It was Mr. Girard, our Washington manager, 
who made the filing here on the day that yours w[as filed. 

Q. Now, Mackay has a contract with Denmark and 
service between the United States and Denmark, has it 
not? A. That is correct. i 

Q. Did Mackay reduce the rates to Denmark ydien it in¬ 
augurated its service? A. It did not. i 


Q. I hand you a certified copy of the contract between 
the Mackay Radio and Telegraph Company and Denmark. 
Will you please read the Fifth paragraph of that contract 


into the record? A. Well, as I read it, this is a contract 


between The Mackay Radio and the Director General of the 


Posts and Telegraphs at Denmark. 


Q. I will be glad to have the correction. A. D<j you want 
me to read the fifth paragraph? ! 

Q. Yes, please. A. (Reading:) “Fifth. Mackay Radio 
shall transmit over the radio circuit or circuits maintained 
pursuant to this agreement every message within its con¬ 
trol destined to or intended for transit through Denmark 
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unless otherwise routed by the sender and reciprocally the 
Administration shall transmit over the said circuit or cir¬ 
cuits every message within its control destined for 

336 the United States of America or its possessions or 
intended for transit through the United States of 

America or its possessions unless otherwise routed by the 
sender. Each party agrees to receive and handle promptly 
all messages transmitted by the other over such circuit or 
circuits.’’ 

Q. That is the exact language, is it not, which was in the 
R. C. A. C. contracts to which Mackay took exception? 
Mr. Kern: Some of them. 

A. An exception. 

Q. That is not exceptions to all of them, but that is in 
the ones to which you did take exception ? A. That is right. 
We interpreted that differently than you did. 

We do not say the Administration with whom we make a 
contract, having a clause of that type, can not set up a cir¬ 
cuit with our competitors in this country for the handling 
of routed traffic only. We have never said, and we were 
not compelled by the Department of Justice or upon co¬ 
operation of the Department to enter a consent decree to 
waive any position, and that has been our position from 
the time the matter came up. 

Q. Would you recommend the establishment of a R. C. 
A. C. circuit with Mackay direct to Denmark? A. I would 
not mind. We have never opposed you in any way or 
direction you wanted to go. 

Q. I just wanted to find out. How much revenue has 
Denmark received as the result of the establishment of the 
direct Mackay since its establishment August, 1933? 

337 A. I do not know. I have not that information with 
me. I will have to get it from New York. 

Q. Do you know how much increase it has been over 
what Denmark would have received had that same traffic 
been handled by Commercial Cables? A. I could probably 
compute that on a per word basis, but not in the aggregate 
because I do not know the volume. 

Q. Might we agree that the increase in the revenue to 
Denmark has been very substantial? A. Well, it has been 
that type of increase which has always followed, and your 
own people can reinforce me on that, whenever a radio 
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circuit has been opened and is taking traffic from the 
cables. j 

Q. And in the case of Denmark has it been very sub¬ 
stantial? A. Well, I should say in general that the further 
away from this country a contry is situate where a radio 
circuit is established the greater the benefit, because by the 
cable route is generally enjoyed only the terminal tax on 
traffic destined for that country, and the greater the distance 
therefore the greater the radio proportion which it would 
pay. j 

Denmark, not being as close to the United States as 
England and France, should have gotten the same increase 
that came to Norway and Sweden when you established the 
order of increase that came to Norway and Sweden when 
vou established direct circuits. j 

m/ 

Mr. Wozencraft: Will you please read the question, Mr. 
Reporter? j 

i 

(The last above recorded question was thereupon read 
by the reporter.) j 

338 By Mr. Wozencraft: 

I 

Q. Will you please answer the question? A. I 
think I have answered the question. j 

Q. Has it been substantial or not? A. If the increase to 
Norwav and Sweden has been substantial the increase to 

mJ 

Denmark has. j 

Q. Regardless of Norway and Sweden has the increase 
to Denmark been substantial? A. I will have! to make a 
computation of that. • j 

As I told you, I am trying to give you a general formula 
to meet your question, which I think is clear to j every com¬ 
munication man in this room. ! 

Q. In your judgment has the increase to Norway and 
Sweden been substantial? A. Oh, 15 centimes I should 
imagine has been fairly substantial. | 

Q. Is it any more difficult for you to make a computation 
for Denmark than it was for you to so instantaneously 
make a computation for Norway and Sweden?! A. No, I 
did not make that for Norway and Sweden. 

Q. You said it would increase it 15 centimes.; A. I just 
said that in response to the question you asked;. 

Q. For Norway and Sweden? A. No, for Denmark. 

I 

I 

I 

I 
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Q. My question was about Norway and Sweden and your 
answer was about Denmark, is that right? A. I thought 
you asked if the increase to Denmark was sub- 

339 stantial. 

Q. I did, and you said it was the same as Norway 
and Sweden, and I tried to get your computation for Nor¬ 
way and Sweden, and you said 15 centimes a word, and 

v / k 7 

then I tried to get you to compute it for Denmark, thinking 
of course your answer was the same. A. It is very obvious 
there is a misunderstanding, because when I said an in¬ 
crease it must have been substantial since all that was re¬ 
ceived before for Denmark was 15 centimes per word. 

The Chairman: We will recess for 10 minutes until a 
quarter to 4. 

(Whereupon a short recess was had, after which the 
following occurred:) 

340 (After a short recess the hearing is resumed.) 

By Mr. Wozencraft: (Continuing) 

Q. What revenue has Mackay received from operating 
the Denmark circuit ? A. I have not that here. 

Q. On the volume of business which Mackay has handled 
between the United States and Denmark, has it received a 
greater or a less revenue than Commercial Cable would 
have received handling the same volume of traffic between 
the same points? A. I suppose somewhat less, but there 
has been, as I recall, a substantial increase in the volume 
over that formerly handled by Commercial Cable alone, 
so that I believe I am correct in saying that the net has 
been distinctly favorable, the net increase in revenue has 
been distinctly favorable to the Postal Telegraph and Cable 
Corporation. 

Q. You have not the figures? A. No, sir. 

Q. You are talking, of course, now about revenue? A. 

Yes, sir. I thought that was the question. 

Q. That was the question. A. Yes, sir. 

Q. What percentage of the Norwegian traffic handled by 

Mackav via Denmark from the United States was 
; + 

specially so routed by the sender ? A. I should say 100 per 
cent, because the present normal route for unrouted traffic 
is via cable to Norway. 


i 



I 
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Q. Did Mackay Radio make a profit on the handling of 
the business via Denmark to Norway? j A. No, sir. 

341 Q. How much did it lose? A. I think a very small 

amount. ! 

Q. $15? A. For ten months. ! 

Q. They lost $15 for ten months? A. Thai is right. 

Q. In addition to its expenses in handling the traffic? A. 
There were no expenses for the handling ofj that traffic 
specifically. We would have saved no money if we had not 
handled it. ; 

Q. It cost you nothing to handle it? A. I did not say 
that. ! 

i 

Q. Of what other interpretation is what you did say sus¬ 
ceptible? A. Well now, Mr. Wozencraft, just because I can¬ 
not save money by not handling a message dobs not mean 
that I would lose it when I say that it cost mb nothing to 
handle the message. 

Q. I think the situation is clear. A. I certaifily do think 
so, or it should be. 

Q. Has Mackay solicited business for Denmark from 
the United States? A. It certainly has. j 

Q. Has it solicited business for Norway via Denmark? 
A. We have shown Norway on our rate sheets. 

Q. Why should you solicit business for Norway via Den¬ 
mark and handle it at a loss when it might be secured for 
the Cable Company and handled at a profit? A. I 

342 think in my prepared statement read ye'sterday, and 
this was one small portion of it that was not objected 

to, I stated that the more the coverage, the more points to 
which any company can offer services, the more its rev¬ 
enues will be for all of its points. ! 

The Danish Administration told us that thby were in a 
position to accept transit traffic for Norway and gave us 
an additional point to which we could offer Mackay Radio 
service, and in calling on those customers who had traffic, 
we told them that Mackay had service to Norway. Very 
much as your company handles transit traffic to Vienna via 
London or via Berlin. j 

Q. Do you mean to suggest that R. C. Aj. C. handles 
traffic to Vienna via London at a loss? A. I don’t know how 
you handle that, but I do not think you would Irefuse to ac¬ 
cept a message for Vienna via London. j 


! 


i 

i 
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Q. But you did not by your answer intend to indicate 
that in your judgment the It. C. A. C. handles that business 
at a loss? A. No, by no means. I was just suggesting that 
the sending of transit traffic is nothing new in the radio busi¬ 
ness. 

Q. No, but handling it at a loss is something new. A. I 
would not say so. 

Q. Are you willing to handle traffic for any point in 
Europe via Denmark even at a loss if that be necessary in 
order to get to handle the traffic? A. No, not to any point. 
I certainly would not send business to Vienna via 

343 Copenhagen when I have a direct circuit. 

Q. To any point not now directly served by Mac- 
kay? A. No, not even as broadly as that. Only to those 
countries directly contiguous or closely so. 

Q. Sweden? A. Yes, we handle Sweden traffic. 

Q. Germany? A. No. 

Q. Poland? A. I think we handle some Polish traffic via 
Denmark. I will say that the answer is yes. 

Q. Why don’t you handle German traffic? A. Probably 
because the Danish Administration has no transit arrange¬ 
ments with the Germans. 

Q. But you are willing to handle traffic via Denmark at 
a loss for any country adjacent to Denmark with which the 
Denmark Administration does have a transit arrangement, 
is that right? A. That is all we give them while you closed 
us out of those countries. 

Q. Does that mean that the answer is yes ? A. Until such 
time as we can get in. 

Q. Then you are prepared to handle it, is that right? A. 
Certainly. I think I have testified to that. 

Q. No, you said a lot of things but you have never said 
yes, and I want yes if that is a fact. A. I think I have an¬ 
swered it. 

Q. Some at least of the traffic handled from the 

344 United States to other European points via Denmark 
is taken from the Commercial Cable Company, is it 

not? A. Well, there is so very little of it that assuming, and 
I think it is probably fair to assume that some is taken 
from the Western Union and some from you, the amount 
taken from Commercial Cable is very small, and the amount 
from the other carriers is small. 


i 
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Q. Does the pleasure of taking it from the Western Union 
and from us offset any loss in taking it from Commercial 
Cable? A. I have not testified about the pleasure here. We 
are trying to render a telegraph service. 

Q. Oh, yes, you said you loved— A. (Interrupting) I said 
I loved fighting with you. j 

Q. You said you loved to operate to London, j too. A. You 
bet. I 

Q. So that there has been some reference ti> affection in 
the record, I think. A. Not for the R. C. A. 

Q. For fighting R. C. A. Now, to return to my question. 
Is your affection for fighting R. C. A. such that you are 
willing to take some of the Commercial Cable Company’s 
profitable traffic and handle it at a loss yourself in order to 
get some traffic from R. C. A. too? A. No njan ever went 
into a fight without being prepared to take it on the chin 
once in a while. j 

Q. May I ask for a yes or no answer to the question? 
A. Will you repeat the question please? 

j 

345 (The question is repeated.) 

The ‘Witness: Well, I think in general that where 
you have two companies under common ownership com¬ 
peting in a field with at least two other competitors outside 
of the first pair, and if the majority of the competitive busi¬ 
ness at stake is in the hands of the outside pair, sound busi¬ 
ness would dictate, and I have always been an advocate of 
this, competing against your own brother ih order to get 
a larger share of the dollar away from the outside-owned 
competition, so the answer with that qualification is yes, 
without any regard to affection or otherwise.! 

Q. Even if the dollar which you take away from your 
brother and from the competitor is not sufficient to pay 
your own expenses in handling the business? A. That busi¬ 
ness that we are speaking of, the transit business, if that is 
eliminated, it would not save us anything in expenses. 

Q. Won’t you answer the question on thb policy that I 
asked? A. Will you read it again? ; 

i 

(The question is repeated.) 

The Witness: I think I have testified that! we have those 
expenses already. The additional business! is to that ex- 

i 

i 

i 
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tent, the additional revenue, revenue that does not cost us 
added expense from the grocery store accounting basis 
than we already have. If you take your average expenses 
and divide that of course into your total traffic handled, you 
arrive at the so-called unit cost of handling the mes- 

346 sage, and on that basis, upon which Mr. Kimball and 
I are in complete agreement, you have established 

an expense of handling that traffic, but from a practical 
grocery store method of accounting, it has not cost you 
anything, because you are stuck with the expenses anyway. 

By Mr. Wozencraft: 

Q. Let us state the question differently. Is it your desire 
to take business from your brother and your competitor 
even if the revenue from that business does not equal the 
cash out payment which you have to make in connection 
with handling that business? A. That depends if it is a 
major objective of mine or a very minor one. Transit 
traffic is not vital; it is a small portion of the business 
handled by any company on its direct circuits, as a general 
rule. 

Q. To gain what you consider a major objective, would 
you take business from your brother and your competitors, 
which business might be profitable to your brother and 
competitor, and handle it yourself even though the cash out 
payment in handling it was greater than the revenue you 
received for handling it? A. That would depend, Mr. 
Wozencraft, if it were a large volume of business, it would 
not seem prudent to go out on that basis solely. Where it 
is a small volume of traffic that fits in as a by-product ser¬ 
vice of your own, I would say we were justified in doing it. 
If all carriers only handled that traffic which was profitable, 
there would be a lot of service not offered to the public 
today. 

Q. Was your purpose in handling the Norwegian 

347 traffic from the United States via Denmark, was it 
to call the attention of the Norwegian Government to 

your service in the hope that you might persuade the Nor¬ 
wegian Government to execute a contract with you for di¬ 
rect service? A. No. 

Q. Did not have anything to do with it? A. Absolutely 
no. 
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Q. Reverting to the matter of traffic via lj)enmark to 
Germany, do you know whether or not Denmark has a radio 
circuit working with Germany? A. I don’t know, and it is 
immaterial, because frequently the terminal of ft European 
radio circuit has a direct wire or teleprinter circuit to des¬ 
tination. I don’t know whether Copenhagen 1ms a circuit 
to Germany, and that would not be the deciding factor, and 
I think Mr. Winterbottom would agree. 

Q. Forgetting Denmark to Germany, do | you know 
whether Denmark has direct telegraphic circuits, whether 
they be wire, cable or radio, with Germany? A. No. 

Q. Do you know whether they have telegraphic communi¬ 
cation with Germany ? A. I imagine so. Most of the coun¬ 
tries of Europe have telegraphic communication with each 
other. | 

Q. Have you made any effort to get Denmajrk to handle 
transit traffic from the United States to Germa|ny? A. No. 

Q. Why? A. We Have not been interested. 

348 Q. Because of contracts which Commercial Cable 
now has with Germany? A. No, it is ndt the normal 
transit circuit for Germany via Denmark. ; We never 
thought of it. 

Q. Is it any more normal to have a transii service via 
Denmark to Norway? A. The Danes seem to think so. 
They are set up for it. 

Q. It is further, isn’t it, from Copenhagen to Oslo than 
it is from Copenhagen to Berlin? A. May I see your map? 

Q. Sure. A. (Examining) I don’t know whether it is fur¬ 
ther or not. j 

Q. It looks further on the map, doesn’t it?! A. It looks 
slightly further. It is not a question of whether that makes 
it a normal transit route, necessarily. I do know that the 
Danes have a definite telegraph route, direct circuit, be¬ 
tween Copenhagen and Oslo and said they were prepared 
to handle transit traffic, and we have handled it. 

Q. Mackay’s answer to the Federal Communications 
Commission’s questionnaire states that Mackay has not 
during the first ten months of 1935 delayed traffic to Nor¬ 
way via Denmark? Is it correct that that 'statement is 
made in the Mackay response? A. I would like to see the 
question. 

I 

! 

i 

i 

! 
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349 Q. I think it is IV. A. The question to which you 
have read our reply was, to quote it in substance: 

“During the period of January 1, 1935 to October 31, 1935, 
was it ever necessary (1) to delay traffic abnormally be¬ 
cause of an insufficient number of circuits available at the 
time caused by (a) lack of enough transmitters; (b) lack of 
necessary frequency assignments; (c) lack of other^equip- 
ment, as for example land wire control lines or (d) atmos¬ 
pheric conditions; or (2) to divert traffic to other carriers 
because of an insufficient number of circuits available at 
the time caused by (a), (b), (c) or (d) above, and if so, 

what dates and what times. ’ ’ 

To that question our reply was that it was not necessary 
for Mackay to delay traffic to Copenhagen. 

Q. During the period of the first ten months of 1935 then, 
it was not necessary for Mackay to delay traffic to Copen¬ 
hagen? A. Not for any of the reasons given in the Com¬ 
mission’s questionnaire. 

Q. Were there any magnetic disturbances during the first 
ten months of 1935? A. I expect there were a good many. 

Q. Didn’t they cause any delay in sending traffic via 
Mackay from the United States to Denmark? A. I have no 
record of any abnormal delays in our traffic to Denmark for 
the reasons given in the Commission’s questionnaire. If 
we had, we would not have replied as we did. 

! Q. The answer to the questionnaire does not say 

350 anything about abnormal delay. It says delay. 

The Chairman: The Chair wants to be sure that 
the witness and the counsel are talking about the same 
thing. The questionnaire, as the Chair is informed, relates 
to traffic destined to Norway via Denmark, is that correct ? 
That is, on the Mackay circuit, it would be a traffic to Nor¬ 
way via Denmark. Mr. Wozencraft’s question seems to 
comprehend all Mackay traffic to Denmark, which is not the 
question which is answered in the questionnaire. 

Mr. Wozencraft: I will be very glad to limit the ques¬ 
tion. 

The Witness: I might say that our answer, in case you 
want to leave your question as broad as I now appreciate 
it was, would not have been different. 
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By Mr. Wozencraft: j 

I 

Q. I am not sure that I understand you. Leaving the 
question as broad as the Chairman understood it to be, your 
answer would have been the same, is that right ? A. That 
is right. The question to which we replied was!, was it ever 
necessary to delay traffic abnormally. 

Q. What does the word ‘ 4 abnormal’’ mean? A. I don’t 
know. We thought we understood it to be beyond the nor¬ 
mal delay. j 

Q. WTiat is normal delay? ! 

The Chairman: The Chair understands thali the last five 
minutes have been somewhat of an abnormal delay. 

The Witness: As I was about to say, the Chairman’s 
recollection is about what I would consider a normal delay, 

five minutes, on ordinary traffic. i 

• ■ 

351 By Mr. Wozencraft: j 

Q. So your statement is, taking the question asked 
broadly, that there has been no time during the first ten 
months of 1935 w T hen traffic to Denmark via | Mackay has 
been delayed more than five minutes? A. I did not say 
that. 

Q. What does your answer mean if it does not mean that? 
A. I would say that the field between normal and abnormal 
is not quite as sharply defined as that. 

Q. Give your definition. What do you meah by 4 ‘abnor¬ 
mal?” A. I would consider an hour’s delay abnormal. 

Q. You would consider an hour’s delay abnormal? A. 
Yes. I 

j 

Q. Would you say then that at no time during the first 
ten months of 1935 on traffic from the United States to Den¬ 
mark via Mackay was delayed one hour? A. That is ordi¬ 
nary traffic; no. | 

Q. Ordinary full-rate traffic? A. I doubt jif there was 
any time when it was delayed one hour. 

Q. Has delay at any time been avoided by the Postal Tel¬ 
egraph turning over to Commercial Cable, instead of to 
Mackay, traffic from the United States to Denmark? A. It 
might have been, and if Postal had not, Mackay would 
have, because we believe in giving service, and if it means 
that there is an abnormal delay for anyl reason, we 

i 

i 

i 
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352 would turn the traffic over to our affiliated carrier, 
the Commercial Cable. That is what we call coordi¬ 
nated communications. 

Q. As a matter of fact, the Postal Land Line and the 
Commercial Cable and the All-America Cable and the Mac- 
kay Radio share the same operating room, do they not? A. 
No. The Commercial, A. A. C., and Mackay Radio are lo¬ 
cated at 67 Broad Street. The main operating room of the 
Postal Telegraph is at 20 Broad Street, New York City. 

Q. Is there a Postal line into the room at 67 Broad 
Street? A. There are lines, and pneumatic tubes and tele¬ 
phones, and as a last resort, messenger boys. 

Q. Then who in the room at 67 Broad Street determines 
when a message is received through any of the means of 
communication you have outlined, a message from the Pos¬ 
tal Land Lines, over which carrier to Europe it shall go? 
A. Well, let us take the case of Denmark and Oslo traffic 
via Denmark. I think it would be helpful if we restrict it, 
and I think that is what your question really meant. The 
traffic supervisor, if he sees the message is going to be held 
up much over five minutes, or let us say ten, because this is 
a matter of judgment, and of course we are discussing just 
a full-rate message. An L.C. or N.L.T. would not matter. 
If it was on the hook for 10 minutes, he would see quickly 
whether it was going to get through or not, and he would 
turn it over to the Commercial Cable, which is right in the 
same room. The control would lie with the traffic super¬ 
visor of Mackay Radio whether or not there would 

353 be a diversion to the Cable in order that the cus¬ 
tomer’s message would not be held up. 

Q. Who pays the traffic supervisor to whom you have re¬ 
ferred? A. Mackay Radio. 

Q. Does each company have a traffic supervisor? A. 
Several; each company has several traffic supervisors. 

Q. Who determines in the first place when a message is 
received in the room at 67 Broad Street and is destined to 
some point in Europe, whether it shall be given to the Com¬ 
mercial Cable or to Mackay Radio? A. In the case of Den¬ 
mark, which is the normal route for traffic flow from the 
system, it all comes to Mackay Radio. In the case of the 
other radio circuits which are not normal routes, we get the 
routed Mackay Radio traffic, and the unrouted traffic goes 
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to the Cable, which in that case would be the normal route. 

* 

It is very simple. j 

Q. You said “we” get it. Who gives it to you? How 
does it physically reach you on the pneumatic thbe! A. It 
comes in from several sources, all of which I ajn sure you 
will recall. It was testified to in General Order No. 12, but 
if you want to review our terminal facilities, I \vill be glad 
to do it here. j 

Q. I would like to know when a message comes by the 
pneumatic tube from the Postal office which ybu have de¬ 
scribed, which is a room at 67 Broad Street, wh^re it lands. 
A. Did you ever see a pneumatic tube! 

Q. Yes, I have seen them in the department stores. 
354 A. It lands in a basket. ! 

Q. That is fine. Now, we will take itj out of the 
basket. A. Some mornings it is a boy and soipe mornings 
it is a girl. j 

Q. And does the boy or girl exercise judgment as to 
where to take the message! A. No. 

Q. What does the boy or girl do with it! A* He has in¬ 
structions that do not call for the exercise of judgment. If 
it is a message for Denmark, which is the norpaal route, it 
goes to Mackay Radio. If it is a message for a country 
where the radio is not the normal route, and it is not a 
routed message, on a Mackay blank or on a Postal blank 
marked “via Mackay’’, it is turned over to the Cable. If it 
is telephoned in, the same procedure is followed. If it 
comes in by branch office wire, the same procedure is fol¬ 
lowed. If it is received by us from South America by 
either wireless or cable, the same procedure is followed. 
Mr. Kimball: How about tie line? 

The Witness: In tie line, the same procedure is fol¬ 
lowed. 


By Mr. Wozencraft: 

Q. Suppose the boy or the girl receives a Message from 
Postal sent by a pneumatic tube to the basket, and the boy 
or the girl knows that on account of magnetic disturb¬ 
ances— A. (Interrupting) We can stop that right now, 
because the boy or the girl does not know anything 
355 about atmospherics, they never heard o£ it. 

Q. The boy or the girl takes the message in every 
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instance to the route designated as the normal route for the 
International system? A. That is correct. 

Q. And then the transfer is done by the traffic supervisor 
of that company? A. Should the conditions warrant. 

Q. Should the conditions warrant. Do you know whether 
or not any messages from the United States to Denmark 
routed via Mackay have been diverted by Mackay Radio to 
Commercial Cable since January 1, 1935? A. No, I don’t 
know exactly, but I would not be surprised if there had been 
diversions. We like to give the best service we know how 
to give. 

Q. The traffic supervisor determines when to divert and 
when not to divert, is that right? A. That is right. 

Q. Do you know what proportion has been diverted? A. 
No, I should say on the average that it would have been a 
small proportion, because I am not aware of any unusual 
delay conditions that have obtained on that circuit. 

Q. Do you know whether or not any traffic from the 
United States to Norway routed via Commercial has been 
diverted to Mackay? A. No, I don’t think there has been 
any. I think I already testified to that. 

356 Q. Can you give any estimate as to the amount of 
operating revenue which Commercial Cable has lost 
because of the earnings of the Mackay-Denmark circuit? 
A. No. I think I have said though, however, that the work¬ 
ing of that circuit has been such that I am confident that 
the revenues of the two companies Commercial and Mac¬ 
kay, are materially greater than they were before the es¬ 
tablishment of.the Mackay Radio circuit. 

Q. Have the expenses of Mackay Radio been increased by 
the operation of the Denmark circuit? A. Yes, I should 
say they had. 

Q. How much and in what particulars? A. I could not 
give it to you offhand in dollars. It would be the deprecia¬ 
tion 10 per cent on a capital investment of perhaps, appli¬ 
cable to that circuit, in the neighborhood of $20,000 or 
$30,000; the cost of operators and power. 

Q. Recognizing the fact that you would not want to make 
any statement with the assumption that it was entirely ac¬ 
curate, can you give an estimate as to the probable cost of 
operation of probable increase in the cost of operation of 
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Mackay because of opening the Denmark circuit? A. I will 
have to do some calculation. I have not got it here. 

Q. Will it take long? Can you do it in just a ipinute? A. 

• I would rather do that this evening if I am t;o have the 
pleasure of the continuation of being on the stand tomor¬ 
row morning. 

361 Bv Mr. Wozencraft: 

* 

i 

i 

Q. You stated, Mr. Stone, that in Norway you expect 
Mackay Radio and Commercial Cable to have joint solici¬ 
tors for traffic? A. There will be one. j 

Q. A joint solicitor? A. A joint solicitor. j 

Q. Why do you propose to have a joint solicitor in Nor¬ 
way and have competing solicitors in the United States? 
A. The boy in Norway has not got any other business to 
do than to get traffic for the United States, but the canvas¬ 
sers in the United States take business to countries to which 
Mackay Radio does not go. ! 

Q. Could not the same traffic solicitors ask for business 
for the Cables and the Radio at the same time? A. No, 
they could not, for Germany, Italy, Spain, and we have a 
circuit to Spain via the Argentine at the present; time. They 
could not also for certain of the far eastern countries, for 
China and Japan. j 

Q. Mr. Stone, if Postal Land Lines did not voluntarily 
feed business to Mackay’s radio circuits, to the detriment 
of the affiliated cable companies, would Mackay Radio con¬ 
tinue to exist? | 

Mr. Kern: I object to that as calling for a conclusion. 

The Chairman: Do you care to state your opinion 

362 on that, Mr. Stone? A. I am only a layman, but it 

did seem to me that that question ‘ 4 being to the detri¬ 
ment” has not been fully proved. I will say that the ques¬ 
tion of it being voluntary—it is not a gift, it is a connect¬ 
ing line arrangement, and if for any reason Pdstal did not 
perform its function because of an order of the Commission, 
Mackay would be delighted to go back in the business of 
having its own offices which we had for many years on the 
Pacific Coast. I 

It does seem to me from the Postal Corporation point of 
view, that it is less expensive to operate two sets of city 
offices. 
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Q. And it is your contention that in competition with the 
cables and a competing* radio circuit, Mackay Radio could 
still obtain enough business and enough revenue from busi¬ 
ness to stay in business and continue to operate? A. Cer¬ 
tainly. 

Q. How long? A. Well, William will have his little jokes, 
but we ran for a number of years on the Pacific Coast with¬ 
out the benefits of affiliation with the Postal and made 
money and we can do it again. 

Q. Well, you are not making money now, are you? A. 
No, it is pretty hard to establish a plant to go across the 
Atlantic and find ourselves closed out of the juicy centers of 
traffic which you people have been milking for some time. 

As soon as we got circuits across the Pacific to China 
363 and Japan, we changed the whole complexion of the 
income account of the Mackay Radio of California, 
and when, with the help of this Commission, we are per¬ 
mitted to go into Europe, when, as and if we can make ar¬ 
rangements with administrations, you need not worry 
about the earning power of the Mackay of Delaware or of 
the Commercial Cable Company concerning which you have 
manifested such praiseworthy solicitation. 

Q. I have no objection to the voluntary speeches and 
flashes of wit of the witness, which are not in response to 
questions, but interspersed with them I would like to have 
some facts. You say you could go back to operation and 
operate at a profit provided you establish a number of ad¬ 
ditional radio-telegraph circuits in Europe, is that right? 
A. Well, the going back—will you explain that? 

Q. You used the phrase and I quoted it. You explain it. 

Mr. Royce: Let the record show that he spoke of going 
back to the West Coast. 

The Witness: I spoke of a situation whereby on the Pa¬ 
cific Coast we had our own offices, and I said if we did not 
have Postal picking up and delivering for us, we could back 
to that and operate satisfactorily. 

By Mr. Wozencraft: 

Q. Could you operate to Europe satisfactorily without 
Postal picking up and delivering for you? A. My belief is 
that we could. 

The Chairman: Could you do it if you had Western 
Union picking up and delivering for you? 
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364 The Witness: Yes, and with the telephone com¬ 
pany at their TWX rate to establish connections all 

over the country as a pick-up and delivery, as they are 
doing for Globe Wireless, I do not think I wopld have any 
trouble in the business at all. | 

Mr. Kimball: May I ask if the TWX is the sjubject of in¬ 
quiry at this hearing? 

The Chairman: It has been at other hearings before the 
Commission. I 

i 

! 

Mr. Wozencraft: i 

Q. Is it a fact that you made money before your com¬ 
pany became affiliated with the Mackay companies and the 
I. T. & T.? A. Yes, the art was a much simpler game. 

Q. And have you been losing money since ?j A. I have 
not finished my answer. I would like to, if I aqght. 

Q. I would like you to confine your statements to an¬ 
swers, instead of making volunteer remarks npt called for 
by the question. A. Well, they seem to me td be explana¬ 
tory of my answers. I am sorry if they do ijot appeal to 
you; but the facts are that prior to 1928, the telegraph busi¬ 
ness was a much different situation than it is today, as also 
the radio art as hemmed in by certain patent$ which have 
cost us a great deal of money to get around, and that was 
also difficult. We made money prior to 1928. We went into 
short wave just about that time, and that has j^een because 
of the need of getting around patents, |and the fact 

365 that we could not establish profitable circuits against 

what seemed to us to be a monopoly of communica¬ 
tions by radio with foreign countries, and that has cer¬ 
tainly cramped our earning power, but it looks like pros¬ 
perity is just around the corner, and we are hopeful of what 
the future will bring us provided we are permitted to ex¬ 
pand. | 

Q. The fact remains, does it not, that ever since or prac¬ 
tically ever since you have been a part of the International 
System, you have been losing money, and before that, you 
made money ? 

Mr. Kern: Are you talking about the Madkay of Dela¬ 
ware now! Let us get the picture. j 

The Witness: The Mackary of Calif or nia, j which is the 
company that was the only one acquired by the Mackay Sys- 


i 
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tem made money in several months last year, and as our 
Japanese and Chinese traffic rises, I think it will stay se¬ 
curely in the black. 

Q. Is it in the black for 1935? A. For the entire year, I 
should think not. Of course, we did not have the benefit of 
issuing* stock for our communications subsidiaries— 

Mr. Wozencraft: (Interposing) If your Honor please, 
this is an example of the volunteer statements to which 1 
object, and I ask that that be stricken. 

The Chairman: It will be stricken. 

The Witness: Could I explain what I meant by ‘ ‘ making 
monev?’’ That is net after interest or before interest? 

The Chairman: Yes. 

The Witness: That is what I was about to say. 

366 We did not have the benefit of the parent company 
such as the R. C. A. C. had of providing working cap¬ 
ital for the company by the issuance of our stock to the 
parent company, which loaned us the required working cap¬ 
ital, and since it was a loan and not represented by stock 
sold, we have to pay interest on it. If our California com¬ 
pany had issued stock for cash representing the amounts 
loaned to us by the parent, the situation which now appears 
in the red would be in the black. 

Mr. Wozencraft: It is too late in the afternoon to go into 
finances. I will return to them tomorrow morning and go 
to another phase now which I think we can conclude this 

afternoon. 

By Mr. Wozencraft: 

Q. You testified that Mackay wishes to go to a number of 
new points which would make it a world-wide system, have 
you not? A. Well, we want to go to a number of points. 

Q. Wouldn’t that make Mackay a world-wide system if it 
went to all the points you want to? A. I wont contest you 
on that. It is pretty late in the afternoon. 

Q. We are not differing on that. Would not two compet¬ 
ing American radio-telegraph companies operating world¬ 
wide service necessarily be at a disadvantage in dealing 
with every government administration or communications 
monopoly in the world? A. That has been urged. 

367 Q. What is your opinion? A. Well, that is not an 
opinion I can express in a few words. I would say 




I 

I 

I 

i 

I 

FEDERAL COMMUNICATIONS COMMISSION, ET AL. 211 

i 

that there are unquestionably many benefits, and perhaps 
the elimination of such possibilities as you indicate may be 
one of them, if telegraph companies, telegraph! carriers of 
this country were permitted to merge, but it dbes seem to 
me that so long as they are not, and since that is the policy 
not of this Commission, which has made recommendations 
to the Congress in that connection, but so long as that is the 
policy of the country represented by the statutes that Con¬ 
gress passes, that we cannot merge, then I suppose that 
that may be one of the prices that must be paid, because 
this to me must follow, if we are not allowed tp merge we 
must be allowed the opportunity of competition^ and if that 
is one of the penalties of it, it is not of our making. 

Q. Now, wont you answer the question please? 

Mr. Wozeneraft: Will you read the question? 

i 

(The question was read.) j 

i 

Mr. Kern: Do you mean by that, at a disadvantage as 
compared with a single company? 

Mr. Wozeneraft: Would not the two of them!be at a dis¬ 
advantage in dealing with government monopolies? 

Mr. Royce: In relation to the government that they were 
dealing with ? j 

Mr. Wozeneraft: Yes. j 

368 The Witness: I said that it had been lurged. 

Mr. Wozeneraft: I want your opinion, yes or no. 

I 

By Mr. Wozeneraft: I 

| 

Q. Would they or not? 

Mr. Royce: I think I would like to object t6 that ques¬ 
tion at this point, Mr. Chairman, on the ground that it is a 
question obviously not aimed at attacking the credibility of 
this witness, but it is new material injected by \^ay of ques¬ 
tion which raises the issue of law which may be| involved in 
this case and on which this witness is not competent to 

testify. | 

The Chairman: Objection overruled. j 

Mr. Royce: Exception. 

The Witness: I am not certain. I think that there have 
been cases where a disadvantage has resulted. 

i 


i 
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Bv Mr. Wozeneraft: 

Q. Don’t you think that with two American companies 
competing- for the business with a foreign government ad¬ 
ministration or other communications monopoly, that the 
government administration would have all the advantage ? 

Mr. Royee: The same objection, and in addition, objec¬ 
tion as to the materiality and as not within the issues in this 
case. 

The Chairman: Overruled. 

Mr. Royce: Exception. 

The Witness: I do not think that follows as a general 
formula. I do not doubt that there mav be times when 
there would be the disadvantage of which you speak. 

369 By Mr. Wozeneraft: 

Q. You don’t think it necessarily follows? A. No, I 
don’t think it necessarily follows, although it could follow 
in certain cases, in certain instances. I think there unques¬ 
tionably have been instances, but I am a little hesitant 
about asserting general formulae here or a general prin¬ 
ciple. 

Q. If the foreign administration wishes to trade one 
American communications company off against the other, 
how could either American communications company pre¬ 
vent it? A. By not trading that way. Could I amplify 
that? 

Q. I would be very glad to have it amplified, because I 
think this is a very vital question and goes to the larger 
phases of an American communications policy which this 
hearing certainly includes. A. When I say it depends on 
how the American carrier trades, I have in mind that in 
any merchandising operation, any jobber selling two 
dealers mav trv to force his customer or his connection to 
do certain things for him, to play one off against the other, 
but if the dealer, or the customer, is sufficiently strong, and 
we will assume upright, he does not take very enthusiatic- 
ally to secret discounts and rebates, quite apart from any 
ruling of the Federal Trade Commission in that respect. 

So that I think that there again it is exceedingly difficult 
to apply a general formula. You may have cases where 
circumstances may force—I won’t deny the possibility, al- 
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though I hesitate to apply it universally also—you 

370 may have the case where one carrier may find it ex¬ 
pedient to make a concession which perhaps would 

not at least have been as easily wrung from him if there 
had not been another competitor in the field. ! 

I am sorry, with yourself, that this is a lengthy statement, 
but I really hesitate to apply general formulae to situations 
of this sort. [ 

Q. If you succeed in establishing a circuit to Norway and 
if we should decide to endeavor to establish a circuit to Den¬ 
mark and should proceed in doing so, as a practical matter, 
would not Radio and R. C. A. C. be competing with each 
other almost constantly for the favor of Norwegian and 
Danish governments respectively, trying to get from those 
government administrations a larger share of the business 
which those government administrations control? A. A 
larger share than what they would be legitimately entitled 
to, or just what do you mean? A larger share than they 
had previously enjoyed, or what? j 

Q. An increasingly larger share. Mackay wants to grow 
and expand and get more business. A. Quite.; 

Q. So does R. C. A. C. A. Quite. I 

Q. Would not both companies in an endeavor to get more 
business for themselves from Norway and from Denmark, 
be competing with each other— A. (Interrupting) As 
against the cables or as against each otjher? 

371 Q. As against each other. Would not Mackay and 
R. C. A. C. necessarily be competing against each 

other for the favor of the single government administration 
in Norway and the single government administration in 
Denmark, and would not that be inevitable? Well, they 
would be foolish to do it in a way that would penalize them, 
as smart business men should not do it. If this Commis¬ 
sion wants to. establish a formula, so long as there is no per¬ 
mission to merge, whereby we agree not to oppose, and of 
course we never have, your making unrouted traffic agree¬ 
ments with the countries where we hold the type of agree¬ 
ment such as you had me read today, in retfirn for which 
you use your efforts to assist us to get proportionate un¬ 
routed traffic agreements from those countries where you 
had it, in other words, the working together under the 
sanction of the Commission rather than in back alley com- 
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petitive activity, I would be the first to welcome it. Thus 
if you feel that in the absence of permission to merge, and 
I think you are right, that this Commission should lay down 
a communications policy for the United States as to radio 
communications broadly, then I say, speaking for our com¬ 
pany, we have no objection first to your making an agree¬ 
ment for routed traffic only with Denmark or Hungary or 
any other places where we have the type of so-called pref¬ 
erential agreement. 

Second, speaking for myself, I should not object to shar¬ 
ing any unrouted traffic from those two countries on a per¬ 
centage basis provided we were allowed the same 

372 right of sharing in the countries that you are. 

That may not seem particularly generous of 
course, because you hold more preferential agreements 
than we have, but the facts are that we are willing to work 
competitively in any way that seems sound without it being 
combination in restraint of trade. 

This much again—we have not opposed and we have no 
reason to oppose your activities— 

Q. (Interrupting) Let us leave that for the moment as 
to controversial issues, let us leave them out, between Mac- 
kay and R. C. A. C. A. I was trying to avoid controversy 
in the suggestion. 

Q. You said you have not opposed our interests. A. I un¬ 
derstand. 

Q. Let us leave that out. A. Quite. 

Q. And let us talk American communication policy in the 
five minutes that remain, and not talk antagonistically or 
competitively. Is it not essential to good operation in the 
radio telegraph business that either one of three things 
exist—either that there must be a single American Radio 
Telegraph Company working with a single foreign admin¬ 
istration, or if there are two competing radio telegraph 
companies, that they must by agreement or by quota deter¬ 
mined by some other body such as the Communications 
Commission, divide the traffic; or that there must be the 
■sharpest kind of competition between two companies 

373 if they exist, for the traffic from the foreign country 
to the United States, and that that competition must 

take two forms—first, competition for the favor of the gov¬ 
ernment administration controlling the traffic, and, second, 
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the employment at substantal expense to both companies of 
solicitors who are native to the country, and the competi¬ 
tion of those solicitors among his people and the business 
concerns of that country for routed traffic? A. Well, first, 
so long as the policy of this country, or the effect of the 
present statutes is that we cannot have a merger, then I 
think we necessarily must be in active competition if any 
of us are going to survive against other forms 6f communi¬ 
cation, non-electrical. I 

Second, I of course could not agree to your first alterna¬ 
tive of one American radio company, and I dlo not think 
you would expect me to. i 

Q. You misunderstood me, sir. Let me clear it up so that 
we will be speaking the same language. I don’t mean 
RCAC or Mackay; I don’t mean any particular company. 
It may be a merged one; it may be a company how in exis¬ 
tence; but I mean a single American company. A. I am 
glad to get that. I am assuming that merger is hot possible 
and we are speaking of a competitive situation. 

Q. I am speaking of an American communications policy. 
A. I am quite in favor of the recommendation which this 
Commission has already made to the Congress, but 
374 lacking its execution into law, in the absence of its 
enactment into law, then I do not quite see the place 
for a monopolistic radio company in this picture. 

Q. I say that that is one alternative facing America, the 
possibility of a single company in America. A. In the ab¬ 
sence of the enactment of the Commission’s recommenda¬ 
tion as to merger? j 

Q. I am disregarding the present situation as to merger 
and talking about desirable possibilities or available possi¬ 
bilities to this country, possibilities which may become pos¬ 
sibilities only after the enactment of legislation. A. I see. 

Q. But nevertheless possible courses which fihis country 
may pursue in establishing an international communica¬ 
tions policy. A. Well, I don’t know why we wiould stop at 
one radio company. I think in that event we should either 
have one overseas communications organization, because I 
cannot see any reason at this stage of the art for a com¬ 
petition between techniques. And if we are tp have those 
delightful possibilities which you hint at, of aferger, there 
would not be any particular perhaps sound argument for 

I 

i 

i 

i 
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engaging in ruthless competition, but I find myself a little 
confused because all the way through your questions I 
could only translate it in terms of the practical situation 
that confronts us today. 

Q. In the absence of merger or of the operation of a 
single company, certainly there will be ruthless corn- 

375 petition between the two radio telegraph companies 
in their foreign fields, every foreign field where both 

of them are present, and the competition will simply be ex¬ 
tended from the United States into the foreign countries. 
A. I don’t think that necessarily follows that such compe¬ 
tition should be ruthless. The type of agreement which we 
have made with the Norwegian administration, if you read 
it carefully, will indicate to you that there is no advantage 
gained by canvassing for us in Norway, because all the 
routed traffic developed is subtracted from the percentage 
of unrouted in order that the aggregate I should say of the 
routed and the unrouted would be the same percentage that 
we put into Norway. There is therefore obviously no pre¬ 
mium, no reason why we should engage actively in canvass¬ 
ing Norway. As you will observe from that contract and 
such a formula as that, or in the absence of that, merely the 
type of percentage of unrouted traffic agreement which we 
have, I think both of us, and with Japan, will offer a situa¬ 
tion where a solution for competition that need not be ruth¬ 
less. 

Q. One final question. If there is no point in solicitation 
in Norway of the type of contract or in Japan— A. (In¬ 
terrupting) I did not say that as to Japan. 

Q. I beg your pardon. Then let us make it Norway. If 
there is no point for solicitation of business in Norway, 
why do you plan to keep a solicitor in Norway? A. 

376 We may pull him out. 

The Chairman: Before we get too far away from 
the sweet harmony which for the moment prevails, we shall 
recess until 10 o’clock tomorrow morning. 

(Whereupon, at 5 o’clock p.m., a recess was taken until 
10 o’clock of Wednesday, January 15, 1935.) 
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379 Before the Federal Communications 

i 

Commission 

* 

i 

i 

(Telegraph Division) j 

Washington, D. C. J 

i 

January 15, 1936. j 

Docket Nos. 3336 3337 3338 

In the Matter of j 

Petition of Mackay Radio & Telegraph Coqapany, Inc., 
New York, N. Y. j 

Application for modification of license: 

Request to add Oslo, Norway as a point of communica¬ 
tion. ! 

I 

i 

The above-entitled matter came on for hearing before the 
Telegraph Division of the Commission, in Room 7121, In¬ 
terstate Commerce Building, at 10 o’clock a. ml 

Present: Commissioners Irvin Stewart (Chairman) and 
George Henry Payne. | 

Appearances: As heretofore noted. ! 

i 

i 

" ■ » 

j 

Proceedings | 

i 

i 

The Chairman: Are you ready to proceed, j Mr. Wozen- 
craft? | 

Mr. Wozencraft: Yes, sir. j 

Whereupon Ellery W. Stone previously sworn, resumed 
the stand and testified further as follows: ! 

Cross-Examination (Continued) 

| 

By Mr. Wozencraft: | 

I 

i 

Q. Mr. Stone, have you as yet had an opportunity 

380 at your convenience to get the information concern¬ 
ing the revenue to Radiar from business transmitted 

to Czechoslovakia, transmitted via Radiar from Czecho¬ 
slovakia to the North American Continent? Ai Yes. With 
respect to Canada to which you referred, I find that from 
the date of the opening of the circuit— ! 


I 

i 

i 
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The Chairman (Interposing): That was approximately 
when, Mr. Stone? 

The Witness: October, last year. To the end of the 
year, there were no messages handled to Canada. 

In the month of January this year, there were three mes¬ 
sages, but there, as I think I said yesterday, they are quite 
apparently misroutes on the part of the Czechoslovakian 
Administration, and if and when I may have the opportun¬ 
ity to return to New York, I will see that instructions are 
forwarded to the Czechoslovakian Administration to make 
sure that misroutes do not occur again. 

There is no provision in the agreement or in the division 
of rates as per the tariff schedule exchanged with the 
Czechoslovakian Administration for the handling of traffic 
to Canada, and there was never any contemplation that 
traffic for Canada would be handled by that route. 

Now, as regards Cuba, there is provision in the agree¬ 
ment for traffic for Cuba to be handled by that route. I 
perhaps should not have said in the agreement, but in the 
traffic schedule exchanged with the Administration with re¬ 
spect to transit traffic. There has been not a very 
substantial amount, but some traffic exchanged. 

381 By Mr. Wozencraft: 

Q. What is the route from Czechoslovakia to Cuba via 
Radiar to Buenos Aires? How does the traffic go from 
Buenos Aires to Cuba when so routed? A. I believe it is 
via New York, but I am not certain. 

Q. From Czechoslovakia to Buenos Aires? A. Czecho¬ 
slovakia to Buenos Aires. What I meant was, I believe in 
forwarding on beyond Buenos Aires, that is via New York, 
but I am not certain. 

Q. Would that be from Czechoslovakia to Buenos Aires 
to New York to Cuba then? A. If my understanding is 
correct, that is what it would be. 

Q. What is the breakdown of that division; how is that 
divided? A. The overall rate is gold francs 2.40, which is 
divided, Czecho terminal tax, 15 centimes, the Czecho radio 
proportion, 75 centimes, the Radiar B. A. proportion, 75 
centimes, beyond B A., which is A. C. C., 75 centimes, 
making a total of 2.40. The total proportion to companies 
therefore comprising the International System is francs 
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1.50. Those are the breakdowns to Havana anc} Santiago, 

i 

Cuba. To other points— j 

Q. (Interrupting) That is enough with Cuba^ What is 

the rate, same type of traffic, from Buenos Aires to New 

York? A. I believe it is 42 cents. | 

Q. Since you have described the rate from Czecho- 

382 Slovakia to Cuba in gold francs, will you give me the' 
rate from Buenos Aires to New York in gpld francs? 

A. 2.10 gold francs. 

Q. What is the rate from New York to Habhna for the 
same character of traffic? A. 15 cents per won}. 

Q. Which in gold francs is what? A. About 7j9 centimes, 

I am advised. That is par. j 

Q. So that the route established by the International 
System for handling messages from Czechoslovakia to 
Cuba provides that the International System shall handle 
them over that portion of the route operated b^ the Inter¬ 
national System at very much less than rates charged to the 
American business man for service from Ne|w York to 
Buenos Aires; isn’t that true? A. Well, as is frequently 

the case— * 

Q. (Interrupting) Is that true or not? A. Where is your 

American business man located? In New York? 

Q. Yes, in New York. A. I think you werq talking of 
westbound flow of traffic on a gold franc basis as against the 
dollar rate basis in this country. 

Q. Translated into gold francs at the same iiate, isn’t it 
true that the International System is handling [the Czecho¬ 
slovakian business at a very much low T er rate than it charges 
the American business man for handling traffic between the 
same points and over the same route tha\t the Inter- 

383 national System handles the business frpm Czecho¬ 
slovakia? A. The answer to that question is no, but I 

do not think that is just the way you want to word your 
question. j 

Q. I thought the question was clear. A. It is. 

Q. I do not think it is, from the way you answered it. A. 
Because the answer is no? 

Q. Yes, because obviously the answer is yes. What is the 
fact? A. The International receives the current rate of ex¬ 
change, 49 cents, and the rate from New York tp B. A. is 42, 
but I still submit, with all desire to cooperate w}th you, Mr. 
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Wozencraft, that your question did not quite cover what I 
think vou had in mind. 

Q. All right. Give the facts concerning what you think I 
did have in mind. I appreciate your cooperation. A. I 
think you meant that on this traffic we receive less in haul¬ 
ing from B. A. to Cuba or from B. A. to New York than we 
would on a message originating at either of those points 
and destined to the other. You are quite correct, which is 
a common situation in the handling of through traffic be¬ 
cause rates in the telegraph business are not always on an 
end-on basis. The same situation obtains across the North 
Atlantic on both the Western Union and Commercial Cables 
on certain traffic destined beyond London. 

Q. What are the points in Central America which are ex¬ 
pected to be reached from Czechoslovakia via 

384 Radiar? A. All points. 

Q. All points in Central America? A. Yes, sir. 

Q. Any points in the United States? A. None. 

Q. West Indies? A. Yes; all points. 

Q. Before the Czechoslovakia Radiar circuit was estab¬ 
lished, all the points in the Wesl* Indies and Central America 
were reached via the United States, were they not? A. I 
assume so. I don’t know whether the Czecho Administra¬ 
tion would have routed anv traffic over anv other route via 

* « 

South America. 

Q. By the way, were you in Germany in 1932? A. Yes. 

Q. During that time, did you have any conversations with 
the Reich Posts Minister as to the establishment of direct 
radio telegraph circuit with Mackay? A. Not with the 
Reich Posts Minister. 

Q. With any member of the Reich Posts Ministerium? A. 
Yes. 

Q. Did you in your conversations at any time indicate to 
the Reich Posts Minister that if a direct radio telegraph 
service with Mackay was established, that arrangements 
would also be made for direct telephone service between the 
United States and Germany? A. I did not. 

Q. Do you know whether or not anybody representing 
Mackay or the I. T. and T. did make those representa- 

385 tions? A. My distinct understanding is that no one 
ever made such representations representing the I. 

T. and T. or any of its companies. 
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Q. Do you know the signature of the gentleman who was 
at that time the Reich Posts Minister of Germany, Herr 
Krukow? A. I did not understand he was the ^linister. 

Q. What was his position? A. It is possible Ijhat he was 
the Minister. I did not understand that he was. I could 

i 

not identify his signature. I • 

Q. I hand you an original letter addressed tb the Radio 

Corporation of America, R. C. A. Building, 570 Lexington 

Avenue, New York, on the stationery of the Reich Posts 

Minister and bearing the signature “Krukowj” and ask 

vou to examine it. It is in German. Here is what I believe 
* 

to be a correct translation. (Handing papers to witness) 
Now, have you examined the letter and the translation, Mr. 
Stone? A. I do not read German nor speak itj. 

Q. Have you seen the letter to which I refer and which I 
handed to you? A. The original? 

Q. Yes. A. Yes, I have seen it. 

Q. That is, is it not, a letter on the stationery of the Reich 
Posts Minister, Berlin, W 66 dated den 5 Oktober 1932. and 
bearing the signature “Krukow,” the bodkr of the let- 
386 ter being in German. Is that correct? A. That ap¬ 
pears to be so. j 

Mr. Wozencraft: I offer the letter in evidence. 

Mr. Kern: I ask that if this letter is to be offered, that 
the full correspondence on the same subject matter, of R. 
C. A. be put in at the same time. 

Mr. Wozencraft: I will be very glad to get the rest of 
the correspondence. 

Mr. Kern: I ask that it only be marked for identification 
until such time as that is produced. 

The Chairman: Let it be marked for identification. 

I 

(The document referred to was marked “R. <p. A. C. Ex¬ 
hibit No. 1, Docket Nos. 3336, 3337 and 3338,” for identifi¬ 
cation.) | 

(Also “R. C. A. C. Exhibit No. 1-A” for identification.) 

i 

Mr. Wozencraft: A portion of the file is in New York and 
will be presented in connection with Mr. Wihterbottom’s 
testimony. The reason the matter was raised here was in 
order to ask Mr. Stone whether or not, first, he did have 
any conversations with Herr Krukow. j 


i 
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Bv Mr. Wozencraft: 

Q. Did you, Mr. Stone? A. Yes, I met with Dr. Krukow, 
but I do not speak German, and I recall that Dr. Krukow 
spoke little if any English, certainly to me, and if he had 
any understanding as represented by the contents of that 
letter, it vras not by virtue of anything that I said or anyone 
representing the Mackay Radio or the International Sys¬ 
tem. Obviously such an offer is ridiculous on the face of it, 
that is, an offer on our part to secure for the German 
387 Reich Posts, a direct radio telephone circuit into the 
United States. 

Mr. Wozencraft: Counsel for the applicant has offered 
and there have been marked for identification Exhibits 9, 
10 and 11 representing agreements between members of the 
International System and Compagnie Radio France, Cie 
Generale de Telegraphie Sans Fil. 

Mr. Kern: If you are referring to our identification of 
those, those are not all subsidiaries of the Mackav Com- 
panies. It is the Postal Telegraph Cable, the Commercial 
Cable and Mackay Radio. 

Mr. Wozencraft: And all parts of the International 
System ? 

Mr. Kern: Yes. 

Mr. Wozencraft: Counsel for the Trustees of the Postal 
Telegraph-Cable Corporation suggested that in view of the 
bulk of the correspondence and the agreements, that they 
not be printed in the record unless request therefor might be 
made. I am perfectly willing that they should not be printed 
in the record, but I would like to have printed as a part of 
the testimony, first the letter of July 11, 1932, Paris, ad¬ 
dressed to Compagnie Radio France, 79 Boulevard Hauss- 
mann, Paris, signed by Morgan Heiskell; and second the 
document entitled “Schedule C” and signed by “Mackay 
Radio & Telegraph Company by Morgan Heiskell.” 

I ask the witness to read those two instruments for the 
record. 

Mr. Kern: I have no objection to those being printed in 
the record. 

Mr. Wozencraft: I would like for them to be read. 
I would like for the Commission to get the context as 
we go along. 


388 
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Mr. Kern: If that is the case, I may wish to read some 
other parts in the record or incorporate them in the record 
as a fully identified and accepted exhibit. 

The Chairman: I think the time of all of u^ would be 
conserved if counsel would get together before jthey offer 
these matters, instead of consuming the time of| the Com¬ 
mission as well as of the counsel in debating these! questions. 

Mr. Kern: I am willing that they be incorporated in 
the record by reference. ! 

Mr. Wozencraft: I do not want them incorporated by 
reference. I want them incorporated. I think they are 
quite vital and show the methods of competition!. I would 
like to read this in the record, and I think the Cbmmission 

' , i 

will be interested in it. j 

The Chairman: Do counsel have any objection to that? 
Mr. Kern: I have no objection except that wje may ask 
that they read the others in at the same time, arid I do not 
wish under cross-examination to read one without the right 
to have read the others at the same time so that| the whole 
story is told consecutively and not interrupted by a day’s 
cross-examination, because to read a part of it, I think is 
improper and that we ought to have the whole stbry read in 
at the same time. j 

The Chairman: Is it your request then that that whole 
folder be read in? | 

Mr. Kern: Either that it be read in or accepted as 
389 an exhibit so that the whole thing be together. 

Mr. Wozencraft: I have no objection tb the whole 
thing going in if Mr. Kern wants to put them in, but this is 
what I want read now (indicating). j 

The Chairman: You may read it. | 

The Witness: The letter is dated Paris, July 11th, 1932, 
and addressed to Compagnie Radio France, 79 Boulevard 
Haussmann, Paris. 

44 Dear Sirs: This will confirm our oral agreement that 
in the event of your receiving the approval of the French 
PTT Administration to the establishment of a direct radio 
telegraph circuit between the respective stations operated 
by our companies in the United States and France, prior to 
July 1, 1934, our two companies will, subject to the condi¬ 
tions hereinafter set forth, enter into an agreement by an 
exchange of letters in the form annexed hereto, marked 
Schedule A. B and C and will execute such other documents 
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as may be necessary to carry into effect the terms of this 
letter and such Schedules A, B and C. It is agreed that 
the radio telegraph service contemplated by the said agree¬ 
ment shall be put into effect as soon as reasonably possible 
after obtaining such approval, and shall be maintained in 
effect for a period of fifteen years from the date of the ex¬ 
change of letters. Said agreement shall continue there¬ 
after for further periods of five years, unless a year’s pre¬ 
vious notice is given by one of us to the other in writing. 

“In the event that the Compagnie Francaise des Cables 
Telegraphiques shall fail to exercise its option 
390 to enter into an agreement with the Commercial 
Cable Company and Postal Telegraph Company in 
the form annexed hereto marked Schedule D, at the time of 
the granting of approval by the French PTT Administra¬ 
tion above referred to, it is agreed that the sum of $28,000 
referred to in Paragraph 4 of Schedule C shall be reduced 
to $14,000, (U. S. currency, gold). 

“The Mackay Radio & Telegraph Company agrees that, 
if the receipts with”—the word here is “request,” but I 
imagine it is “respect”—“to the transatlantic radio traffic 
accruing to Radio France in each of the first five years of 
the operation of the radio circuit established under the 
terms of the agreement above-mentioned between our com¬ 
pany and Radio-France do not aggregate the sum of Gold 
Frs. 200,000 per annum, the Mackay Radio & Telegraph 
Company will pay to Radio-France an amount sufficient to 
make up the difference between the amount so accruing to 
Radio-France and the sum of Gold Frs. 200,000. If after 
the end of such five years period of the operation of such 
radio circuits the amount accruing to Radio-France from 
receipts for radio traffic over such circuit or circuits does 
not aggregate Gold Frs. 200,000 in any year, it is agreed 
that Radio-France shall have the right to terminate the said 
traffic agreement upon sixty days’ written notice, if our 
Company refuses to pay to Radio-France an amount suffi¬ 
cient to make up the difference between the receipts accru¬ 
ing to it from the radio traffic under such agreement and the 
sum of Gold Frs. 200,000. 

“The rights of either party under the said agreement can 
onlv be transferred or assigned by mutual consent, 
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391 except that either party may transfer its ifights to a 
legal successor or to a subsidiary company. 

“If the above is in accordance with your understanding, 
we would appreciate it if you would advise us to this effect 
at your earliest convenience. j 

j 

“Yours very truly, 

“MACKAY RADIO AND TLEGRAPH COMPANY 

“By MORGAN HEISKELL.’’ 

i 

I 

Bv Mr. Wozencraft: j 

Q. Now, will you turn please to Exhibit C whicl^ is marked 
there with a yellow slip, and read it? A. This is f 4 Schedule 
C” in this folder. I do not know whether it is attached to 
the letter I have just read, but I will read it as ydu have re¬ 
quested. | 

Q. I don’t know either, Mr. Stone. I am taking the file as 
it was presented by the applicant. A. I agree that it is 
“Schedule C” in this folder. It is addressed to i 

4 4 Cie. Generale de Telegraphie Sans Fil, ! 

79 Boulevard Haussmann, I 

Paris. 

4 4 Gentlemen: 

4 4 We confirm to you our oral agreement concerning the 
guarantees to be given to you with respect to any repercus¬ 
sions which might result for your Company from; the execu¬ 
tion of the agreement entered into simultaneously herewith 
between ourselves and Radio-France for the exchange of 
radio traffic. 

“1. If the execution of the traffic agreement between 
Mackay Radio and Radio-France shall have the re- 

392 «ult of bringing about a discontinuance of the pay¬ 
ment of thirty thousand dollars (30,000) jper annum 

which the Radio Corporation of America has undertaken to 
pay you on the 31st of December of each year up to Decem¬ 
ber 31st, 1935, in accordance with a contract dated Decem¬ 
ber 12th, 1919, we hereby undertake to pay you as compen¬ 
sation therefor, on the 15th day of January of each year, up 
to and including 1936, such part of the $30,000 payment 
above referred to as shall not have been paid by the Radio 
Corporation of America. ! 
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“2. If the Radio Corporation of America does not pay 
one or more of said installments and if we ask your Com¬ 
pany to attempt to compel the Radio Corporation of Amer¬ 
ica to make payment thereof, by litigation or arbitration, it 
is understood that we shall bear all expenses and damages 
which may result therefrom. If the decision rendered in 
such litigation or arbitration proceedings is based either 
wholly or partially upon the fact of the execution of the said 
radio traffic agreement and relieves the Radio Corporation 
of America either wholly or partially from the obligations to 
pay the installments above referred to, the provisions of 
Paragraph 1. above shall remain applicable. If the decision 
is not based upon the fact of the execution of the radio 
traffic agreement above referred to, and if the Radio Cor¬ 
poration of America is relieved of the obligation to make 
such payments for any other reason or is compelled to make 
further payments provided for in Paragraph 1, and any of 
said payments which shall have been made to you by 
393 us, shall be reimbursed to us by you, upon notifica¬ 
tion to you of the said legal decision. Any amounts 
so due to be repaid shall bear interest at the current loan 
rate of the Bank of France. 

“3. If the R. C. A. shall continue to pay you the annual 
installments of $30,000 each, so that we shall not be obliged 
to make any or all of the payments provided for in Para¬ 
graph 1, and if we have not had to bear the expenses of liti¬ 
gation or arbitration provided for in paragraph 2, we agree 
to pay your company the sum of $15,000 for each such an¬ 
nual installment payable after the date of the execution of 
the traffic agreement referred to in Paragraph 1, which we 
have not been obliged to pay to your company. 

“4. We agree to pay to your company on the execution 
of the traffic agreement referred to in Paragraph 1, the 
sum of $44,000 in cash, and to pay the further sum of $28,000 
to you in cash on the putting into service of the circuit or 
circuits referred to in the agreement between ourselves and 
Radio-France. Your company agrees to expend these sums 
for. the purposes of placing at the disposal of Radio-France 
a radio telegraph installation suitable to assure to us the 
radio circuit or circuits necessary for the due carryng out 
of the said radio traffic agreement between ourselves and 
Radio-France. 
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“If the above is in accordance with your understanding 
we would appreciate it if you would advise us to this effect 
at your earliest convenience. 

“ Yours very truly, j 

394 “MACKAY RADIO AND TELEGRAPH 

COMPANY, ! 

“By MORGAN HElSKELL.’’ 

i 

Mr. Wozencraft: Do you remember whether lor not the 
contract between R. C. A. with the French Company ad¬ 
dressed by applicant, is on file with the Co mmii ssion? It 
has to do with the purchase of a station from the French 
Company in the early days ? If it is not on file with the Com¬ 
mission and if either the Commission or counsel for the ap¬ 
plicant desire it, I should be very happy to furnish it. . 

The Chairman: The Commission would like t<? have it as 
an exhibit in the case, since it is referred to in what the wit¬ 
ness has read. | 

I believe the two papers which were just read Were incor¬ 
porated in your Exhibit 11 for identification, Mr. Kern. If 
you will renew the offer at this time— j 

Mr. Kern (Interrupting): I ask that the wholb record be 
marked as an exhibit. j 

The Chairman: No. 11? j 

Mr. Kern: The whole series, 9, 10 and 11, because they 
all relate to the same subject matter, and it is impossible to 
construe one without the other. Other sections of: this agree¬ 
ment, you will note, relate to how that money that is to be 
paid to Radio-France is to be paid by P. Q. The French 
Cable pays it, and that in turn is paid to Radio |of France; 
and I think the whole story ought be told and not just a part 

of it. | 

The Chairman: Is there any objection? j 
Mr. Wozencraft: None whatever. j 

The Chairman: It will be admitted. | 

I 

395 (The document referred to was received in evi¬ 
dence, marked “Applicant’s Exhibit No. 11, Dockets 

3336, 3337 and 3338,” and is filed with the transbript in the 
possession of the Commission.) 

The Chairman: It is the Chair’s understandihg-that that 
now means that Mackay Exhibits 8, 9,10 and 11, all relating 
to the same subject, have been admitted? | 







230 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

Mr. Kern: Yes. 

(The documents referred to were received in evidence, 
marked “Applicant’s Exhibits 9 and 10, Dockets 3336, 3337 
and 3338,” and are filed with the transcript in the posses¬ 
sion of the Commission.) 

Mr. Wozencraft: I have not seen No. 8. 

The Chairman: That is the Giradeau letter to which all 
the rest of those is supplementary and supporting, as the 
Chair understands it. 

Mr. Wozencraft: No. 8 is 0. K. 

The Chairman: It may be marked in evidence then. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 8, Dockets 3336, 3337 and 
3338, and is filed with the transcript in the possession of 
the Commission.) 

Mr. Wozencraft: The agreement referred to between the 
Radio Corporation and the Compagnie General de Tele- 
graphie, San Fil, is an agreement filed with the Federal 
Communications Commission by R. C. A. Communications, 
Inc. and is contained in a volume entitled “Traffic Agree¬ 
ments of Radio Corporation of America and R. C. A. Com¬ 
munications, Inc. as of May 1, 1934.” The agree- 
396 ! ment referred to appears at page 193 of this volume 
and is entitled “Agreement between Emile Girardeau 
on behalf of the American Radio Company of New York 
and Compagnie Radio France, Cie. Generale de Tele- 
graphie Sans Fil, and Edward J. Nally on behalf of the 
Marconi Wireless Telegraph Company of America, dated 
September 2, 1919,” relating to the sale of the Tuckerton, 
New Jersey station, patent rights, and exchange of traffic, 
assigned to the Radio Corporation of America by Edward 
J. Nally and Marconi Wireless Telegraph Company of 
America, December 12, 1919. 

I have no objection either to the incorporation of the con¬ 
tract by reference or its introduction as an exhibit. 

The Chairman: The Chair would prefer to have the 
record in this case complete by having the contract made an 
exhibit. 

Mr. Wozencraft: If you will mark it R. C. A. C. Exhibit 
No. 2, we shall be very glad to furnish the requisite number 
of copies to the Commission and to counsel. 
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Mr. Kern: No objection as to the fact that they are not 
here. j 

(The document referred to was marked, “R. (J. A. C. Ex¬ 
hibit No. 2, Dockets 3336, 3337 and 3338/’ for identification.) 

i 

Mr. Wozencraft: I have no objection to compliance with 
the request of counsel for applicant that R. C. Ai C.’s traffic 
agreement with Radio France be introduced sit the same 
time. The traffic agreement referred to by counsel for ap¬ 
plicant appears at page 205 of the volume described in in¬ 
troducing R. C. A. C. Exhibit 2 and is entitled “Traf- 
397 fic Agreement between Compagnie Radio France, 
Cie. Generale de Telegraphie Sans Fil! and Radio 
Corporation of America dated August 3, 1920/’ The re¬ 
quisite number of copies will be filed with the Commission 
and furnished to counsel for applicant. j 

The Chairman: R. C. A. C. Exhibits 2 and 3 will be ad¬ 
mitted. | 

(The documents referred to w^ere received in evidence, 

marked “R. C. A. C. Exhibits 2 and 3, Dockets 3336, 3337 
and 3338/ ’ and are filed with the transcript iri the posses¬ 
sion of the Commission.) j 

i 

i 

402 Mr. Kern: I wish to state, Mr. Chairman, that 
we have never asked for all of the files from 1919 to 

date. We have asked for the particular production of the 
particular correspondence in connection with opening that 
circuit, the sales agreement that they have put in as an ex¬ 
hibit, and the purchase made by R. C. A. I do nbt know what 
Mr. Kimball knows about the amount of cost it would take— 
Mr. Wozencraft (interrupting): Mr. Kimball did 

403 not say anything about the amount of cost. 

Mr. Kern: Or the relevancy of thht particular 
matter I do not know whether he has examined those files. 

Mr. Kimball: He has not. j 

Mr. Kern: Certainly they are relevant to the subject we 
are discussing. | 

The Chairman: The Chair is ready to rule^ The Chair 
will not direct the production of the correspondence called 
for. The Chair understands that R. C. A. expects to have a 
witness in this case. He will ask that that witness whoever 

i 

he may be, will refresh his memory with respect to the 
Mackay proposed contract with France. 
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Mr. Kimball: Before we proceed, Mr. Chairman, I want 
to make one statement on the record referring to Mr. Kern’s 
statement as to my knowledge or lack of knowledge upon 
this particular subject. I want the record to show that Mr. 
Kern must himself admit that the fact is that the corres¬ 
pondence in question has absolutely no relevancy or materi¬ 
ality upon the question of whether or not this applicant is 
to be permitted to open a radio circuit to Norway. 

The Chairman: The Chair has ruled. Will vou con- 
tinue with the cross-examination of the witness? 

By Mr. Wozencraft: 

Q. You were to prepare overnight, Mr. Stone, an esti¬ 
mate of the investment necessary in establishing the Nor¬ 
way circuit, operating expense, and other financial data 
with reference to the proposed circuit. Is that data pre¬ 
pared? A. I have some figures here that were prepared 
in connection with this matter overnight. 

404 Q. What is your estimate as to the investment ex¬ 
pense necessary to establish a circuit to Norway? A. 

$ 2 , 000 . 

Q. Will you please give the items that make up the 
figure? A. There will be receiving antenna, $1,500, and 
some additional receiving equipment amounting to $500, 
making a total estimated figure of $2,000. 

Q. Isn’t that an unusually low figure? A. Not for re¬ 
ceiving antennas and the additional equipment required. 

Q. Can you continue to open a large number of additional 
circuits with an investment expense of $2,000 per circuit? 
A. No, I was just giving figures on Oslo. 

Q. How does it happen that those figures are so low? A. 
We have never had to pay more for equipment, or to spend 
more than that for the type of antennas we use. 

Q. And you have never had to pay more than $500 for 
transmitting equipment to open a circuit ? A. I did not say 
that was for transmitting equipment. 

Q. You said $1,500 for receiving and $500 for transmit¬ 
ting. A. I did not. 

The Chairman: The Chair did not understand that. 




T 
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By Mr. Wozencraft: j 

Q. The $1,500 item, you said, was for a receiving antenna. 

A. A receiving antenna. 

405 Q. What is the $500 for? A. For receiving equip¬ 
ment. ! 

i 

Q. Receiving equipment? A. Yes, sir. j 

Q. Does that represent a usual and normal Expense for 

the preparation of receiving equipment for hse in your 
trans-oceanic radio telegraph circuit? A. No. If we were 
just about to establish radio communication, we |should have 
to spend larger sums for land and buildings and a great 
many factors. I only computed the figures which I thought 
were requested, the cost of our establishing communication 
with Oslo. If you want me to bring in a cost stiidy of trans- 
Atlantic radio communication, I must say thaf I have not 

that with me. i 

i 

■ I 

By Mr. Wozencreft: ! 


408 Q. What expense for transmitter equipment would 
the inauguration of radio telegraph seryice between 

Mackay of New York and Oslo entail on Mackay? A. I 
take it you do not mean additional expense ? j 
Q. I do mean additional expense. A. For transmitting 
equipment ? j 

409 Q. Yes. A. None. 

Q. Would the establishment of an additional cir¬ 
cuit to Sweden require any additional transmitter equip¬ 
ment expense ? j 

Mr. Kern: Mr. Chairman, if we are going into other 
countries, it is going to open a wide field. I h^ve no objec¬ 
tion to any width that the Commission may allqw, provided 
we may ask for similar information as to their Circuits. 


The Chairman: Let the Chair state this. 


He assumes 


that at some time or other there will come a time at which 
Mackay would have to buy at least one new transmitter if it 
established all of these circuits. 

The Witness: Right. , 

The Chairman: Would it meet the positioniof counsel if 
a round figure estimate for a transmitter were given by 
each company without going into the question of the de¬ 
tailed costs that might be incurred at some fixture time at 
some future installation? I 


i 

i 


i 

i 
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Mr. Kern: Perfectly satisfactory to us. 

Mr. Wozencraft: Why should this respondent make any 
statement as to transmitter expense when this respondent is 
not an applicant for any additional services? 

The Chairman: This applicant is not an applicant for a 
circuit to Sweden at this time. 

Mr. Wozencraft: That is perfectly true, but isn’t it 
equally true, and I am perfectly ready to follow the Chair’s 
wishes if indicated, regardless of whether or not it is a 
formal ruling, isn’t it perfectly true that it is impos- 

410 sible to get an estimate of the cost to Mackay Radio 
and Telegraph Company of the establishment and 

operation of a Norway circuit if applicant hides behind the 
fact that the equipment is already on hand? 

That does not provide any basis for a study as to whether 
or not this proposed circuit would be profitable to appli¬ 
cant or profitable to the International System or as to what 
the effect of it would be on American communication com¬ 
panies as a whole. 

411 I said yesterday definitely and specifically that I 
am not asking for definite figures, because I do not 

care what applicant pays for his transmitters, and the only 
reason I asked for a break down is because the amount 
seemed to me extremely low. If applicant will state what 
it would cost him to inaugurate this service if he did not 
already have the equipment on hand, it would be all on 
earth I would want to know, and I will promise in advance 
that I won’t ask for a break down on any item. I will 
simply ask for the total expense which would be necessary 
in the inauguration of this service if none of the equipment 
were on hand. I am not talking about the land or buildings 
or anything else of that sort. 

Is that type of a cost inquiry, the type of inquiry which 
should open the respondent to a fishing expedition by appli¬ 
cant, when the respondent is not an applicant for additional 
services ? 

The Chairman: The Chair is not interested in aiding 
anybody in making a fishing expedition, much as the Chair 
likes to go fishing. However, in the face of a competitive 
situation which the Chair will admit his complete ignorance 
as to whether cost figures of each company are known to 

the other— 


I 
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Mr. Kimball (Interrupting): They are not. ! 

The Chairman: If either party is to give kn approxi¬ 
mation, a corresponding approximation, in the opinion of 
the Chair, should come from the other party, j 
Mr. Kern: We have no objection to that. 

412 Mr. Wozencraft: The Commission has the obliga- 
tion of determining whether or not the circuit will be 

authorized. This respondent, in view of the statement of 
the Chair, will abandon the inquiry to any cost On the estab¬ 
lishment of the proposed Norway circuit in full confidence 
that the Commission will either at this hearing or if the in¬ 
formation is deemed too competitive for this respondent to 
give here, through any such method as seems proper to the 
Commission, to which this respondent has no objection, get 
such information of the cost of establishing the Norway 
circuit as the Commission feels will be helpful to its reach¬ 
ing a conclusion. 

Mr. Kern: We have.no objection to that, j 
The Chairman: I think on this pleasant note, we will re¬ 
cess for ten minutes. 

(A short recess was taken, after which the hearing was 
resumed.) 

Cross Examination i 

By Mr. Wozencraft (Continued): i 

i 

Q. Mr. Stone— 

The Witness: Mr. Wozencraft, could I have your per¬ 
mission to make an observation of just a few ^ords in con¬ 
nection with the testimony about Dr. Krukow? 

Mr. Wozencraft: Certainly. j 

The Witness: I merely wanted to state that I have since 
confirmed my recollection that Dr. Krukow ! was not the 
Reichspost Minister, in case it appears that the testimony 
is conflicting in that respect. 

By Mr. Wozencraft: | 

413 Q. Do you know what his position was ? A. I think 
he was Director General, which was the impression I 

had at the time. ! 

Q. The director general of what? A. In the Ministry; 
but he was not the Minister. 


i 

i 


i 

i 
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Q. Mr. Stone, do you have available a copy of the report 
for October, 1935, filed with the Federal Communications 
Commission by Mackay Radio & Telegraph Company of 
Delaware? A. I haven’t it with me. 

Q. The figures stated in that report show a net telegraph 
and cable operating revenue loss for the first ten months of 
1934 of $109,543.82. For the same period in 1935, the state¬ 
ment shows a net cable and telegraph operating revenue loss 
of $222,115.66; an increase in loss from net telegraph and 
cable operating revenue of $112,571.84. Will you please con¬ 
sult your financial adviser present and confirm or correct 
the figures which I have given ? A. I have no financial ad¬ 
viser here present, as you say, and I would like to have some 
of the figures from which you are reading. 

Q. I will be very glad to show you a copy of the report. 

I am reading from this line (indicating) which is line 23 of 
the report of the Mackay of Delaware to the F. C. C. of 
October, 1935. A. Of course it is* not obvious—the break 
down for this does not show where the increased expense 
is. Did I understand you to say this was for ten months? 

Q. That is my understanding, yes. A. I see the 
414 caption “for the month of November,” as 11 months 
over here, which is the reason I asked. 

Q. Could it be eleven months when it was for the month 
of October? A. It says for the month of November. 

Q. That is stricken out and “for the month of October” is 
written in. A. No, it is not stricken out here (indicating). 

Q. You will notice a line right through here. There is the 
tail of the line right here. A. Oh, no, that is just a dash. 

Mr. Wozencraft: This is copied on a form which was orig¬ 
inally prepared for November, and November is certainly 
stricken out in one line and the witness states it is not 
stricken out in the other. 

The Witness: It is stricken in the heading, but it is not 
here (indicating). 

/The Chairman: Is there a witness here from the Com¬ 
mission’s accounting department? 

Mr. Kennedy: If you will give me your copy, Mr. Wozen¬ 
craft, I will get the original. 

(Discussion off the record.) 

The Chairman: Can you go ahead on another subject* 
while that is being straightened out? 
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Mr. Wozencraft: Yes, sir. ! 

The Witness: I happen to have the figures for November 
and the first eleven months, and I think I can testify. 

l 

415 By Mr. Wozencraft: j 

Q. I would rather stay with the ten months figfures. A. I 
am sorrv I have not the break down even if thbse figures 
were confirmed, to explain the difference which you seek. 
If you would permit me to testify from the only material I 
have here with me, I will be glad to do so. j 

Mr. Wozencraft: We will have the Commission’s mate¬ 
rial in a few minutes. j 

The Witness: I wonder if the Commission perhaps could 
have the November filing. j 

Mr. Wozencraft: I want to ask vou about October. If 

* 

counsel wishes to, he can ask you about November later, 
if vou want it. ! 

The Witness: I thought you were asking for the ten 
months. I 

i 

Mr. Wozencraft: I am. The Commission’s Request for 
information was on the first ten months of 1935, and we 
have prepared all the data we have on the same basis of the 
Commission request that we prepared data fok* the Com¬ 
mission. ! 

The Witness: I did not understand that we,were to be 

i 

prepared on expenses for the first ten months, but only rev¬ 
enues on Norwegian traffic. That is why I findj myself un¬ 
able to answer. i 

Mr. Wozencraft: I think vou can answer the rather 

* i 

simple questions I will ask; I don’t know. j 

i 

i 

By Mr. Wozencraft: ! 

416 Q. Mr. Stone, the I. T. & T. or its subsidiaries op¬ 
erates the only cable connecting the United States 

with the Far Fast, and the only American cables connecting 
the United States to South America, doesn’t iit? A. Yes, 
that is correct, if by I. T. & T. and its subsidiaries you mean 
subsidiaries of the Postal Telegraph & Cable Corporation, 
so far as the Pacific is concerned, and the All America 
Cable, so far as South America is concerned. I qualify my 
reply, Mr. Wozencraft, only because of the reqrganization 
proceedings and my inability as a layman to piass on that 
point of trusteeship control. i 
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Q. I. T. T. or its subsidiaries also own a large portion of 
the cables connecting the United States with Europe; is 
that right? A. That is I believe correct. 

Q. Are you familiar with the publication called The In¬ 
ternational System News? A. I have seen copies of it in 
the past when it was published. 

Q. Is this (indicating) a copy of the International System 
News for September, 1931? A. Yes. 

Q. I will ask you to read an item appearing at the bottom 
of the right hand column of page 7 of the issue of the Inter¬ 
national System News for September, 1931. A. The one 
which you have marked with red pencil? 

Q. Yes. A. The paragraph reads: 

“The total length of the submarine telegraph cables of 
the world is about 354,000 nautical miles. Included 

417 is the International System’s Commercial Cables, 
Commercial Pacific Cables, All-America Cables, 

Cuban All-America Cables, and the cables of the All-Amer¬ 
ica Companies in the West Indies, totaling 66,287 nautical 
miles.” 

Q. The International System Cables then comprise more 
than one sixth of the cables of.the world, do they not? A. 
If that statement is correct. I cannot vouch for it. I have 
not any knowledge on that subject. 

Q. Mr. Stone, as an operating man, don’t you know that 
if Mackay of Delaware succeeded in going into the points 
that you have indicated you would like for it to go into 
abroad, and divided the traffic, the international telegraphic 
traffic— A. (Interrupting) Did you say “provided”? I 
did not hear that. 

Q. Divided. The international telegraphic traffic between 
Mackay and R.C.A.C., 60 per cent to each, that both 
companies must necessarily show operating losses? A. No, 
sir. 

Q. Is it your considered judgment that the business avail¬ 
able to radio telegraph companies at points which are being 
now served in international telegraph service between the 
United States and those points is sufficiently great to per¬ 
mit profitable operation of both companies? A. May 

418 I have that question read? 
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(The question was repeated.) j 

Mr. Wozencraft: The question is not well stated. I will 
strike it out and put it again. | 

The Witness: I would appreciate that. 

| 

By Mr. Wozencraft: j 

Q. Is the international telegraph traffic between the 
United States and countries with which R. C. A. now con¬ 
ducts direct radio telegraph services, sufficient in your con¬ 
sidered judgment to enable both Mackay and R. C. A. C. 
to operate profitably if Mackay inaugurates services to 
those countries and divides the business with Rl C. A. C.? 

Mr. Kern: That means in the aggregate? j 

Mr. Wozencraft: The aggregate business available to 
radio telegraph companies. 

A. The answer is yes, provided it is of course understood 
that the available business, as your questioij originally 
stated, is telegraph business, and not as you subsequently 
implied, available perhaps in some limited way to radio 
companies only. 

By Mr. Wozencraft: 

Q. And if the business is that which is available to radio 
telegraph companies only, would your reply bq the same? 
A. Yes, because my feeling is and my position ife that all of 
the telegraph business is and should be available to the 
radio companies. j 

Q. You do not think any of it should be available to the 
cables? A. I meant by “should”, should be consid- 
419 ered for the purpose of this discussion available. 

Q. You have stated several times thaf you are a 
practical operating man, and certainly you are. j As a prac¬ 
tical operating man, you know that the cables are always 
going to get some of the business, don’t you? A. As long 
as there are cables, of course I expect that tlfey will get 
some of the business. j 

Q. Is the business which will be available to the radio 
telegraph companies operating in the international field 
after the cables get the proportion of the business which 
both you and I recognize that they always will gpt, sufficient 
to make the operation of the two American competing radio 
telegraph companies profitable? A. I should think they 


i 
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should be able. Of course I do not know what the basis 
of your operations is, but I should think they should be 
able to hoe their own row. When you say 4 ‘ profitable’ ’, I 
do not know what rate of profit you are interested in. 

Q. For the purpose of this question only, I mean by 
“profitable”, sufficiently profitable to show a net telegraph 
operating revenue profit instead of loss. A. Yes, I think 
thev should, and it would not alter my view of the situation 
from the standpoint of this application if they could not. 

Q. In other words, you would insist on this application 
and other applications even if you knew that the granting 
of the applications would leave your own company in the 
red, where it now is, and would put our R. C. A. C. Com¬ 
munications Inc., in the red with it, is that right? A. 
420 I think the testimony given shows that our interests 
in radio circuits to the points or most of the points 
which you serve is not simply ambition on the part of 
Mackay Radio as an isolated unit in the Postal Telegraph 
and Cable Corporation, but is part of the objective of the 
cable and radio companies combined. I do not think that 
the effect of our getting the additional radio circuits, if it 
should leave us in the red, as you say, will leave us as badly 
in the red, and to the contrary I feel that the effect will be 
to put us increasingly on the way into the black. 

Mr. Wozencraft: Will the reporter read the question, 

please ? 

(The question is repeated.) 

Mr. Wozencraft: I would like to have a yes or no answer. 

The Witness: I can not answer that yes or no. 

Mr. Wozencraft: Mr. Chairman, I request that the wit¬ 
ness be instructed to answer the question. I think it is a 
very vital one in this hearing. I think it is vital to the Com¬ 
mission and vital to the communication companies involved 
to know whether or not the Mackay Radio an Telegraph 
Company will insist upon applications and establishing di¬ 
rect parallel competing radio telegraph service to that now 
conducted between R. C. A. C., and foreign countries even 
if it knows that the establishment of such services will not 
take it out of the red and will put R. C. A. C. in the red. 

Mr. Kimball: May I make one observation on that, Mr. 
Chairman? In my opinion that is the most important ques- 

* 
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tion that has been asked here in this hearing. This 

421 witness has testified that he is a member of jthe policy 
board that determines the policy of the Mackay Radio 

and Telegraph Company— j 

The Chairman (interrupting): I think the terra “policy 
board” originated with Mr. Wozencraft. j 

Mr. Wozencraft: It is a good term. 

Mr. Kimball: The group of people that determines the 
policy—we will put it that way, and with that extermina¬ 
tion, Mr. Stone said without boasting, he made the obser¬ 
vation that in every instance his wishes so fkr as the 
Mackay Radio were concerned, were followed, j Certainly 
this witness knows whether or not in making an application, 
whether or not his company would go ahead with the ap¬ 
plication, even though they knew in advance that the effect 
of the application would be to keep his own company in the 
red and at the same time to throw the only other competing 
radio telegraph carrier in the red. I think he should be re¬ 
quired to answer the question yes or no. ; 

Mr. Kern: Mr. Chairman, I do not think the question is 
susceptible of an answer in the way it is stated. If you turn 
the question around, if this would insure the company never 
getting out of the red and into the black, you have got one 
answer. You have several questions here. One as to the 
Mackay Radio and the other as to the R. C. A. We have not 
any cost figures of the R. C. A. You are asking a sup¬ 
positious question here with elements that can hot be cal¬ 
culated, and upon an assumption that it is impossible to 
answer, because one circuit or two circuits or three circuits 
will not have the effect of changing that siatus alone 

422 necessarily, and I think you have asked the witness 
to state an answer to a question which is impossible 

of a yes or no answer; and even if he wishes to make quali¬ 
fications, it does not make for clarification in any way. If 
he wishes to answer with the qualifications, I insist that he 
have the right to explain his answer. j 

Mr. Kimball: Of course any witness has the right to ex¬ 
plain his answer. 

Mr. Wozencraft: I request that the witness be requested 
to answer the question I have asked him, with 'such quali¬ 
fications as seem to him proper. 

The Chairman: Can you do that? 


i 

i 

i 


t 


242 MACKAY RADIO & TELEGRAPH COMPANY, INC., YS. 

Mr. Kern: He offered to do that, but you asked for yes 
or no. 

Mr. Wozencraft: I asked for yes or no with such explana¬ 
tion as he wishes to give. 

The Chairman: Now that we have complete agreement 
among counsel, will the witness proceed? 

The Witness: The only trouble is that the witness is not 
in complete agreement. I would like to have the counsel 
answer the question. 

Mr. Wozencraft: At this point I would like the question 
repeated in the record so that at this point the question and 
answer appear in the record. 

(The question is repeated as follows: 

“Q. In other words, you would insist on this application 
and other applications even if you knew that the granting 
of the applications would leave your own company in the 
red, where it now is, and would put our R. C. A. 
423 Communications, Inc., in the red with it, is that 
right ?”) 

The Witness: The answer would be yes as a preliminary 
step towards getting out of the red. The question refers to 
this and all other applications. If after filing and having 
approved all other applications which we might make, we 
were still left in the red, and the R. C. A. now happily in the 
black were brought to the red, it would not appear that a 
very constructive thing had been accomplished, but that is 
the difficulty in trying to answer the question. It tries to 
cover part and then all of the future, and I regret to say 
that I can not comply with the wishes of counsel in giving 
a straight yes or no answer. 

By Mr. Wozencraft: 

Q. The official figures filed by Mackay of Delaware with 
the F. C. C. for the month of October, 1935, have arrived. 
I show you the official sworn return of the Mackay Radio 
and Telegraph Company, Inc., of Delaware, made by C. H. 
Strickland, assistant comptroller. Line 23 of that return 
reads: 

“Net telegraph and cable operating revenues (Item 17 
less Item 22) ”, and then on that same line and under the 
heading “Cumulative figures”, in the column headed 
“1935”, appears in red ink the figures $222,115.66. 
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Under the column headed “1934”, appear the figures 
$109,543.82, which figures also appear in red. j 

Under the heading “Increase (in black) or decrease (in 
red) ” appear in red the figures $112,571.84. 

Have I stated the facts correctly? A.| You have 

424 read that correctly, yes. j 

Q. That shows for the first ten months! of 1935, a 
net telegraph and cable operating revenue loss of $112,- 
571.84 more than for the same period, to-wit, the first ten 
months of 1934, is that correct? A. That is correct. 

Q. On line 17 of the same report and on the ;same page 
appears: “Telegraph and cable operating revenues (Items 
9, 14, 15 and 16)”, and as a continuation of that line and 
under the heading “Cumulative figures” in the column 
headed “1935” appear the figures $683,799.50. | As a con¬ 
tinuation of the same line under the same heading and in 
the column headed “1934”, appear the figures $624,828.99. 
As a continuation of the same line under the heading “In¬ 
crease (in black) or decrease (in red)” appear !the figures 
$58,970.51 in black. Have I read the figures correctly? A. 

Yes, sir. | 

Q. All of the figures which appear on line 17 are in black, 
is that correct? A. That is correct. j 

Q. In other words, the telegraph and cable operating rev¬ 
enue for the first 10 months of 1935 was $58,970.51 greater 
than the telegraph and operating revenue fof the same 
period in 1935, is that correct? A. That is correct. 

Q. So that for the first ten months of 1935, the operating 
revenue increased $58,970.51 and the operating loss in¬ 
creased $112,571.84? A. Yes. I 

* | 

Q. Now, Mr. Stone, how long will that sume rate of 

425 increased revenue and expense continue before 
Mackay Radio gets in the black? A. Thai same rate 

is not continuing now or will not in 1936. j 

Q. How much more traffic do you think it would take to 
put Mackay Radio and Telegraph Company in the black, 
taking into consideration the additional expense of invest¬ 
ment and operating necessary to handle that! additional 
traffic? A. In the first place, Mr. Wozencraft, the operat¬ 
ing expenses of the Mackay of Delaware are Ion a much 
lower level currently, considerably lower level, than the fig¬ 
ures from which you have quite properly read. Certain re- 
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i 

i 
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Mr. Kern: He offered to do that, but you asked for yes 
or no. 

Mr. Wozencraft: I asked for yes or no with such explana¬ 
tion as he wishes to give. 

The Chairman: Now that we have complete agreement 
among counsel, will the witness proceed? 

The Witness: The only trouble is that the witness is not 
in complete agreement. I would like to have the counsel 
answer the question. 

Mr. Wozencraft: At this point I would like the question 
repeated in the record so that at this point the question and 
answer appear in the record. 

(The question is repeated as follows: 

“Q. In other words, you would insist on this application 
and other applications even if you knew that the granting 
of the applications would leave your own company in the 
red, where it now is, and would put our R. C. A. 
423 Communications, Inc., in the red with it, is that 
right ! ”) 

The Witness: The answer would be yes as a preliminary 
step towards getting out of the red. The question refers to 
this and all other applications. If after filing and having 
approved all other applications which we might make, we 
were still left in the red, and the R. C. A. now happily in the 
black were brought to the red, it would not appear that a 
very constructive thing had been accomplished, but that is 
the difficulty in trying to answer the question. It tries to 
cover part and then all of the future, and I regret to say 
that I can not comply with the wishes of counsel in giving 
a straight yes or no answer. 

By Mr. Wozencraft: 

Q. The official figures filed by Mackay of Delaware with 
the F. C. C. for the month of October, 1935, have arrived. 
I show you the official sworn return of the Mackay Radio 
and Telegraph Company, Inc., of Delaware, made by C. H. 
Strickland, assistant comptroller. Line 23 of that return 
reads: 

“Net telegraph and cable operating revenues (Item 17 
less Item 22) ”, and then on that same line and under the 
heading “Cumulative figures”, in the column headed 
“1935”, appears in red ink the figures $222,115.66. 
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Under the column headed “1934”, appear the figures 
$109,543.82, which figures also appear in red. 

Under the heading “Increase (in black) or dejcrease (in 
red) ” appear in red the figures $112,571.84. j 

Have I stated the facts correctly? A. You have 

424 read that correctly, yes. 

Q. That shows for the first ten months of 1935, a 
net telegraph and cable operating revenue loss of $112,- 
571.84 more than for the same period, to-wit, the first ten 
months of 1934, is that correct? A. That is correct. 

Q. On line 17 of the same report and on the same page 
appears: “Telegraph and cable operating revenues (Items 
9, 14, 15 and 16) ”, and as a continuation of th^t line and 
under the heading “Cumulative figures” in tjhe column 
headed “1935” appear the figures $683,799.50. j As a con¬ 
tinuation of the same line under the same heading and in 
the column headed “1934”, appear the figures $624,828.99. 
As a continuation of the same line under the heading “In¬ 
crease (in black) or decrease (in red)” appear the figures 
$58,970.51 in black. Have I read the figures correctly? A. 
Yes, sir. 

Q. All of the figures which appear on line 17 are in black, 
is that correct? A. That is correct. 

Q. In other words, the telegraph and cable operating rev¬ 
enue for the first 10 months of 1935 was $58,970|51 greater 
than the telegraph and operating revenue for the same 
period in 1935, is that correct? A. That is correct. 

Q. So that for the first ten months of 1935, thb operating 
revenue increased $58,970.51 and the operatiiig loss in¬ 
creased $112,571.84? A. Yes. 

Q. Now, Mr. Stone, how long will that same rate of 

425 increased revenue and expense continue before 
Mackay Radio gets in the black? A. That same rate 

is not continuing now or will not in 1936. | 

Q. How much more traffic do you think it wojild take to 
put Mackay Radio and Telegraph Company in the black, 
taking into consideration the additional expensb of invest¬ 
ment and operating necessary to handle that j additional 
traffic? A. In the first place, Mr. Wozencraft, the operat¬ 
ing expenses of the Mackay of Delaware are bn a much 
lower level currently, considerably lower level, t^ian the fig¬ 
ures from which you have quite properly read. Certain re- 
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ductions in expenses have been put in since July 1, 1935, 
and there will be still further reductions in 1936 with still 
further economies of operation to follow, due to certain 
changes in our set-up which I frankly do not know whether 
I have to disclose to my competitor here. 

Q. I have no desire to ask any information which is con¬ 
fidential. Let me make that clear all the way through. A. 
I can say that the annual expenses of the Mackay Radio of 
Delaware will be curtailed a very substantial amount due 
to economies and more efficient setup of operation, and in 
fact have already been during part of the period under re¬ 
view, and therefore not fully reflected here on an annual 
basis during the years 1936 and 1937. 

Q. Those are economies perhaps which have been made 
since the application of the Postal Telegraph and Cable 
Corporation for reorganization under 77-B? A. 
426 Since I said they were since July 1, and since the ap¬ 
plication as I recall was filed prior to that, that fact 
follows, although they are not related except chronologi¬ 
cally. 

Q. You have spoken of the group which determines policy 
for the Postal land lines, Mackay Radio and Telegraph of 
Delaware, Mackay Radio and.Telegraph of California, Com¬ 
mercial Cable, All-America Cables, and Commercial Pacific 
Cable Company, have you not ? A. I do not think I testified 
just on that line, Mr. Wozencraft. 

Q. Well, you have testified concerning a group which met 
to determine policies, have you not? A. I think you asked 
me, how was the question of deciding whether Mackay 
Radio should extend into a given country, determined; and 
I said it was by conference between the operating people 
involved. During the period prior to the appointment of 
the trustees, and thereafter of course, which is the present 
period, the trustees if and when such a problem arrives will 
and would necesarily be consulted. I do not think the ques¬ 
tion of the Commercial Pacific was mentioned even in such 
discussion as there was of this subject yesterday. 

Q. Might it have been properly included ? It has the same 
officers to a large extent, hasn’t it? A. Yes, that is true. 

Q. So that whether or not specifically included, the officers 
who control its policy were present at the policy meetings? 

A. On that I do not know whether that is quite so. 
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427 Q. I am asking if it is so. j 

Mr. Kern: Was there any testimony in the record? 
I think counsel’s question speaks of policy meetings. I ob¬ 
ject to that statement without referring to it. j The testi¬ 
mony was not that there were policy meetings, but that the 
policies were determined by the executives of the companies 
after conference. That does not show they were policy meet¬ 
ings. The attempt to construct a Policy Board here is not 
in accordance with the testimony. I ask that thd actual tes¬ 
timony be brought in instead of assuming a situation that 
does not exist in the record. ! 

Mr. Wozencraft: I do not care about the particular 

428 language. I think the testimony is clear in the rec¬ 
ord, and I think the Commission understands that, 

and that is all I ask. If I have misstated the record inad- 

i 

vertently, as I do not think I have, the Commission will cer¬ 
tainly take note of that fact and will consider m^ questions 
in the light of the record. , 

By Mr. Wozencraft: j 

Q. There are meetings, are there not, of representatives 
of the I. T. and T.—I think you mentioned Coldnel Behn— 
and of the various companies which I have justj mentioned, 
to discuss the international telegraph policy of what is 
known as the International System? A. Well, naturally, 
any problem that arises in the operation of these companies 
that affects another company must be resolved by discus¬ 
sion between the officers directing these companies. 

Q. At my request you have read into the recprd a state¬ 
ment from the International System News as to I. T. and T. 
tremendous investment in cables, or rather the extent to 
which it operates the cable mileage of the world. A. Could 
I see that please, since you are going to refer td it? 

Q. Certainly. A. I do not see any reference here to I. T. 
and T. There is a reference to the International System, 
and it names the operating companies. | 

Q. Some of those operating companies are not subsid¬ 
iaries of the Postal Telegraph and Cable Corporation, are 
they? A. That is right. 

429 Q. You mean it is right that they are not? A. Your 
statement is correct; some of them are not. 

Q. Is not Mackay’s whole unprofitable radio program de¬ 
signed to wreck R. C. A. Communications, and leave the in- 
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ternational telegraph field largely to I. T. and T.? A. The 
answer to that is so emphatically no that I do not know how 
to put it to you. 

Q. If R. C. A. C. were out of the field, would not I. T. and 
T. or the companies which have been listed in the paragraph 
read from the International System News have the inter¬ 
national telegraph field between the United States and other 
points pretty much to themselves? A. Well, I imagine the 
Western Union is not yet out of the picture. 

Q. Western Union reaches very few countries directly, 
doesn’t it ? A. I think R. C. A. in a sense reaches very few. 
It operates in this country and connects with connecting ad¬ 
ministrations, the same as Western Union and Commercial 
Cable and every other telegraph company does when it 
works to Europe. 

Mr. Wozencraft: Well, Western Union is represented, 
and I won ’t carry that any further. 

By Mr. Wozencraft: 

Q. What percentage of the international telegraph busi¬ 
ness between the United States and other countries does 
the I. T. and T. group or International System or what¬ 
ever you want to call the organization, now carry? 
430 A. I don’t know, Mr. Wozencraft. 

Q. The companies to which I refer are the com¬ 
panies listed in the excerpt from the International System 
News read into the record. A. I understood that, but my 
answer is still that I don’t know. 

The Chairman: The Chair is not quite clear, Mr. Wozen¬ 
craft, whether you intend to include Mackay Radio in the 
list of the International System companies. As the Chair 
recalls, they were not mentioned in the International Sys¬ 
tem News. 

Mr. Wozencraft: The list that I intend to include in my 
question does include Mackay Radio of Delaware, Mackay 
Radio of California, as well as Commercial Cable Company, 
Commercial-Pacific Cable Company, All-America Cable 
Company, Commercial Cable Company of Cuba. 

The Witness: But the paragraph to which we were re¬ 
ferring referred to submarine cables, and I was not aware 
that Mackay Radio, and I imagine that was the view that 
Dr. Stewart had, owned any submarine cables. 
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Mr. Wozencraft: I confess that the questioning in many 
instances is inadequate, but if it serves to bring out the 
facts, I hope the Commission will bear with the inadequacy. 

i 

i 

_ i 

By Mr. Wozencraft: j 

Q. Now, if Mackay Radio should succeed in Establishing 
service with the various countries with which it desires to 
establish service, what percentage of decrease would that 
bring in operating revenue of Commercial Cable 

431 Company? A. I cannot give you the ansVer to that. 
It is a very large question. 

Q. Can you give me the answer as to the effect on the 
gross revenue and net operating income of Mackay of Dela¬ 
ware? A. No, for the simple reason that the matter was 
only brought out by you at this hearing. You asked a very 
general question and I tried to give you a general formula 
covering the future of this picture so long as ihe present 
competitive situation obtains. Your question yras general 
and I had thought that my answer was general^ but to en¬ 
deavor to translate that into today, exact revenues, and 
percentages, is utterly beyond my ability to do, nor have I 
at any time so considered that problem in that manner. 

Q. You have stated quite emphatically that the purpose 
of the Mackay Radio operation was not in the hope that it 
would eliminate R. C. A. C. as a competitor. A. I think your 
statement was to “wreck” it, and I have no $uch feeling 
toward R. C. A. nor have I ever had. 

Q. Do you know whether or not the desire of those con¬ 
trolling the policies of all of the companies of the Inter¬ 
national System which I have named are endeavoring to 
bring about in the international telegraph field, a situation 
which will be so unprofitable to all companies involved as 
either to force general bankruptcy of the American Inter¬ 
national Communications companies, or otherwise lead to 
the passage of legislation by Congress which wpuld permit 
a merger? I 

Mr. Kern: That is a very objectionabl0 statement. 

432 I am glad to have the witness answer it. 

The Witness: I shall be glad to. 

Mr. Kern: But I want to call attention to the j outrageous 
question which was asked. 

The Witness: That is exactly the feeling of the witness 
when he replies that I have never in the four years that I 
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have been with the International, ever heard of snch a dis¬ 
cussion, and I am most affected that such a question should 
be asked me. 

Mr. Wozencraft: The statement of the witness certainly 
answers the question. 

The Chairman: We will recess for five minutes. 

(At this point there was a short recess, after which the 
hearing resumed.) 

Cross-examination (Continued) 

By Mr. Wozencraft: 

Mr. Wozencraft: May I have the official copy of the an¬ 
nual report of the Mackav Kadio and Telegraph Company 
of Delaware for the year ending December 31, 1934? 

Mr. Kennedy: I produce it for you. 

By Mr. Wozencraft: 

Q. Will you turn please, Mr. Stone, to page 201 of that 
report, line 21. On that page and that line there appears 
the statement “Accounts payable to System Corporations”. 
To the left of that statement and in the column under the 
heading “Balance at beginning of year,” appears the fig¬ 
ures $3,144,790.37. To the right in the column under the 
heading “Balance at close of year” appear the figures 
$3,967,037.67. And on the continuation of the line, 
433 and in a column under the heading “Net change dur¬ 
ing the year (increase in black, decrease in red) ” ap¬ 
pear in black figures $822,247.30. Is that correct? A. That 
is correct. 

Q. Will you please turn to page 233 of the same volume ? 
In the center of the page and above the line wdiich is num¬ 
bered 21 appears the heading “272, accounts payable to 
System Corporations.” On line 21 appear the words “The 
Mackay Companies alone,” and on a continuation of the 
line and in a column under the heading ‘ ‘ Credit Balance at 
Close of Year” appear the figures $3,914,981.63. Is that 
statement correct? A. That is correct. 

Q. Does it follow that the amount of increase of accounts 
payable to System Corporations of something over $800,000 
was borrowed from the Mackay Comanies? A. I think it 
certainly is a reasonable conclusion, and I beleive that to 
be the case. I don ’t know that it follows. 
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Q. Does Mackay of Delaware now look to the Postal Tele¬ 
graph Corporation for any funds which may b6 necessary 
to meet new demands of the company for inoney? A. 

434 If it had new demands, it would look to the Mackay 
Companies, which I believe is a subsidiary of the 

Postal Telegraph & Cable Corporation. The facts are, how¬ 
ever, that during the year 1936, the Mackay Rajdio System 
will not require any cash assistance from the outside. 

Q. That is due to some extent to the operating economies 
to which you have already referred, isn’t it? A. And to 
something which also I see inadvertently I omitted a refer¬ 
ence to namely increased revenues, plus a flattening off, if 
I may use the expression, of the curve representing the 
additions to our plant account since the comply was or¬ 
ganized. We have gradually through the advances made 
and from the account developed by you, built up the plant 
of the two companies, and the need for further expansion 
for the immediate future, from any apparent possibility of 
getting further circuits to Europe in the face of the situa¬ 
tion which has been gone into in this hearing, is not such as 
to make it necessary to plough in a great deal of money, 
certainly not more than a relatively small amount, in 1936. 
We will be on, as it currently appears, so far as the cash 
position is concerned, a self-supporting basis, land to sum 
up, due to a smaller addition to our plant account than in 
recent years, and in particular 1934; second, reduced ex¬ 
penses, operating and otherwise, and, third, increased rev¬ 
enues. | 

Q. Will you please turn to page 405 of the aiinual report 
of the Mackay Radio & Telegraph Company to the Federal 
Communications Commission? On that page are set 

435 out the names of the number of officers with the nota¬ 
tions showing how they are paid. Notation B states: 

1 i These officers are employees of other associated companies 
who pay their salaries.” Is that statement so far correct? 
A. I believe it to be. 

Q. I do not wish to ask what salary any individual re¬ 
ceives or who pays the salary except as to one company. 
Do any of the gentlemen listed there with the notation B 
after their names, or did they during any portioh of the year 
for which this report was filed, receive their salary from 
I. T. & T.? A. I think one of them at least was carried on 
the payroll of I. T. & T., but I cannot state accurately today 
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without consultations with persons in New York whether 
any portion of the particular department, let us say, of I. T. 
& T. in which they were carried, any portion of the expenses 
of that department were charged against the Mackay Radio 
of Delaware for the period in question. 

Q. Do you know whether or not any of the gentlemen in 
question received their salaries from other I. T. & T. com¬ 
panies than the radio telegraph and cable Companies which 
w T e referred to here as constituting the International Sys- 
tm? A. No, I doubt if any of them did. 

Q. Unless it was I. T. & T. directly. That includes Mr. 
Chinlund, Mr. Butner, Mr. Deegan, Mr. McPherson, Mr. 
Sunstrom, Mr. Dunn, Mr. Griswold, Mr. Kern and Mr. Polk. 
A. My answer is still the same, that is to say, that so 

436 far as I know none of the gentlemen in question were 
paid by other than Radio, Radio Telegraph or Cable 

Companies of the International System or by the Interna¬ 
tional itself. That answers your question, doesn’t it? 

Q. That answers the question. Were any of them paid by 
Radio, radio telegraph, or cable companies which were part 
of the International Svstem but not subsidiaries of the 
Postal Telegraph & Cable Corporation? A. No, not so far 
as I know. 

Q. I hand you what I believe to be a correct copy of the 
annual report filed by the Mackay Radio & Telegraph Com¬ 
pany of California with the F. C. C. for the year ending 
December 31, 1934. On page 405 appears a similar though 
not an identical list, and the same notations. Will you 
please give the same information requested as to the Dela¬ 
ware Company? A. I think there is one difference in the 
case of the California Company. 

Q. One additional name? A. That is to say, I believe the 
name of one officer whose salary is not paid either by I. T. 
& T. or any of the telegraph subsidiaries of the Interna¬ 
tional System or of the Postal Telegraph & Cable Corpora¬ 
tion. 

Mr. Wozencraft: May I have that answer read? 

(The answer was repeated.) 

The Witness: That is only a belief. I don’t know exactly, 
i Mr. Wozencraft: I understand. You are testify- 

437 ing to the best of your knowledge and beliefe, which 
is all that was requsted. 
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By Mr. Wozencraft: j 

Q. Did you testify before the Senate Interstate Commerce 
Committee at its hearing on S. 6 on January 7 Or 8, 1930? 
A. I did. | 

Q. At that time were you connected with the M^ckay Com¬ 
panies? A. No, sir. 

Q. I will ask you to read from page 1534 of the report of 
the hearings before the Interstate Commerce Committee of 
the Senate, the paragraph marked from the testimony which 
you then gave. 

Mr. Kern: Mr. Chairman, I have no objection to 
438 reading any part of this testimony or referring to 
it, but when we offered to quote a part of this same 
testimony of Mr. Carlton, which is contrary to the position 
taken in their official answer, they objected and it was ex¬ 
cluded. 

I 

Mr. Kimball: I ask that that statement be stricken. It is 
not established in this record whether the statement of Mr. 

i 

Carlton was or was not contradicted. The manifest rea¬ 
son that I objected to Mr. Clarton’s testimony being intro¬ 
duced in this manner, and which is not comparable to the 
case of Mr. Stone, is that Mr. Carlton was not here and Mr. 
Stone is here. It is perfectly proper to ask Mr. Stone 
whether that was his testimony. 

Mr. Kern: We have no objection to this except that we 
would like the opportunity of reading in the testimony of 
witnesses for R. C. A. C. and Western Union, j 

Mr. Wozencraft: I will agree with counsel if it is satis¬ 
factory to the other respondents and to the Commission, 
that the entire S. 6 hearings be made a part of the record in 
this case; included by reference or in any other way. 

Mr. Kern: If it is included by reference without having to 
be printed, I think it would be a very helpful ihing to do 
and I concur in that. j 

The Chairman: Is it then the Chair’s understanding that 
all of the counsel are agreed that about 2000 pages, as the 
Chair understands, are to be included by reference ? The 
Chair understands that that is the desire of counsel, and 
the Chair accedes to that request. 
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439 By Mr. Wozencraft: 

Q. Will you please read the paragraph marked from the 
testimony which you gave during that hearing? The testi¬ 
mony to which I refer begins with the beginning of the last 
full paragraph on page 1534 of the record. A. I must in¬ 
sist on reading the preceding paragraph which says— 

Q. (Interrupting) Read all that you want to. A. (Read¬ 
ing) “Following acquisition of the Mackay System, counsel 
for I. T. & T. undertook examination of the R. C. A. exclu¬ 
sive traffic agreements with foreign governments to ascer¬ 
tain if I. T. & T. could avail itself of the provisions of the 
Kellogg Act before referred to. No action toward break¬ 
ing open these contracts is known to have been taken. While 
I have no definite knowledge as to the reasons why such 
action was not taken, I desire to suggest the following for 
your consideration. 

“One of the most important phases of I. T. & T. busi¬ 
ness is the exploitation of the telephone under the foreign 
patent situation acquired from A. T. & T. in foreign coun¬ 
tries. The telephone systems in most European countries 
are under governmental administration. The foreign 
policy of I. T. & T. is first to supply such governments with 
the bulk of their telephone equipment; second, to induce 
such governments to transfer to I. T. & T. the operation of 
their telephone properties. This program has been com¬ 
pletely realized in Spain, and progress is being made in 
other countries. 

“It is suggested that the telephone relations of the I. T. 
& T. with certain foreign governments would not be 

440 helped by bringing pressure through the Kellogg Act 
on such governments or their sponsored radio com¬ 
panies. If this be true, it is regrettable that the entangling 
foreign alliances of an American company which in no way 
benefit the American public should dictate policies which 
directly affect American participation in international com¬ 
munication. * ’ 

I have not bothered to read in the paragraph from the 
same testimony which spoke of the former R. C. A. position 
on many matters as to which it has subsequently reversed 
itself, nor have I read in— 

Mr. Wozencraft (interrupting): I object to that state¬ 
ment of the witness as not responsive to the question. If 
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counsel for the applicant wishes to bring out testimony 
which he believes to be prejudicial to this respondent, that 
will be counsel’s privilege. 

Mr. Kern: I think the statement could property be strick¬ 
en, but Mr. Wozencraft has already stated that he had no 
objection to his reading any part that he wished^ and I ask 
that he be allowed to read other parts of the testimony now. 

The Chairman: The statement will be stricken. If the 
witness desires to read any other parts of that, he may do 

so. j 

Mr. Wozencraft: Do you mind if he reads fifst what I 

do want him to read ? 

The Witness: I read all that you had marked, j 

Mr. Wozencraft: I know that. I am going to another 

one now. 

i 

l 

441 Bv Mr. Wozencraft: 

V 

Q. Will you please read into the record from the testi¬ 
mony which you gave before the Interstate Comiherce Com¬ 
mittee of the Senate on that occasion, the paragrhphs which 
I have marked on page 1543 thereof, together with any 
other immediately contiguous portion of the record which 
you desire to read? A. You would like hie to read 

442 these two paragraphs (Indicating) j 

Q. Together with any other contiguous portion you 
wish to read. A. (Reading) “Colonel Behn hhs testified 
that radio is not a competitor to the cables, but I $ubmit that 
Colonel Behn’s operating experience has been solely the 
cable and wire fields. Obviously he is prejudiced against 
the radio as an effective competitive means of Communica¬ 
tion, and I predict that if radio communications of this 
country is monopolized under his conctrol, the deveopment 
of radio will be greatly retarded. Executives oif the Radio 
Corporation who, according to their own admission, have 
given America a position of leadership in radio communica¬ 
tion, might be expected to qualify as experts ofi operating 
radio problems. What has been their opinion bf the com¬ 
petition with radio from the foreign cables?” j 

What followed, you have not asked me to read, and only 
refers to the question of competition in the domestic field. 

Mr. Kern: Do you want to read any more befbre he goes 
on to another subject? 
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Mr. Wozencraft: I asked for any contiguous portion. As 
as far as my examination is concerned, I would like to finish 
by one ’clock. 

Mr. Kern: You had better let him read what he w'ants to 
read. 

The Chairman: The Chair will extend the opportunity 
to the witness to read any portion which he wishes 

443 to read at this time, but the Chair wishes to state 
that in considering this record, it expects to read the 

entire document from which the extracts were read. 

The Witness: In view of the testimony which I gave yes¬ 
terday, there are no more portions of this which I desire to 
read into the record today. 

M. Wozencraft:. I hand you what purports to be a copy 
of the I. T. & T. annual report for 1934. I ask that the re¬ 
port, which I assume is filed with the Commission—am I 
correct, Mr. Chairman? 

The Chairman: The Chair is not aware whether reports 
to the stockholders are filed with the Commission. 

Mr. Kern: At least they have been delivered to the Com¬ 
mission. We have no objection that they are not filed if 
that be so. I may raise questions as to whether it is rele¬ 
vant. 

Mr. Wozencraft: I offer in evidence the International 
Telephone & Telegraph Corporation’s annual report for 
1934 as Respondent’s Exhibit 4. 

The Chairman: If there is no objection it will be received. 

(The document referred to was received in evidence, 
marked “Respondent R. C. A. C.’ Exhibit No. 4, Dockets 
Nos. 3336-3337-3338”, and is filed with the transcript in the 
possession of the Commission.) 

Mr. Wozencraft: I will not stop at this time to ask that 
any portion be read into the record. I do particularly in¬ 
vite the attention of the Commission to page 15, the tabula¬ 
tion showing the percentage on the total investment 

444 of the International Telephone & Telegraph Corpor¬ 
ation in foreign countries of the world, and to page 33, 

listing companies from all over the world under the head¬ 
ing “International Telephone & Telegraph Corporation.” 
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I 

I 

I 

I 

By Mr. Wozencraft: | 

Q. I hand yon copies of the International Comnkmications 
Review for 1929, and the annual report of the International 
Telephone & Telegraph Corporation for 1928, respectively. 
Do you identify them? 

Mr. Kern: We have no objection at all as to the annual 
report. Will you offer them separately? i 

Mr. Wozencraft: I offer first the Internationa^ Communi¬ 
cations Review. The statements in that are scj linked to¬ 
gether that one without the other— j 

Mr. Kern (Interrupting): If you had offered the first, 
there would be nothing to object to in the other. 

Mr. Wozencraft: All right. I offer in evidence the I. T. 
& T. Annual Report for 1928. j 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked “ Respondent R. C. A. C.’s Exhibit No.! 5, Dockets 
Nos. 3336-3337-3338”, and is filed with the transcript in 
the possession of the Commission.) 

• i 

Mr. Wozencraft: I offer now the International Communi¬ 
cations Review of April, 1929. 

Mr. Kern: I object until I know what the contents and the 
purpose of the offer is. It is a newspaper, njagazine; it 
has no official sanction as far as has beep shown by 
445 the counsel for the Radio Corporation, and his pur¬ 
pose is not shown. 

Mr. Wozencraft: It is published quarterly by the I. T. & 
T. The purpose of it is to show the acquisition of a company 
in South America, and the reference to that acquisition 
made in the annual report of the I. T. & T. Page 9 is what 
I am particularly referring to, showing the acquisition of 
the United River Platte Telephone Company Limited, 
which is referred to in the annual report. That is the story 
of it. ! 

i 

Mr. Kern: Do you want the whole article, of a page, or 
what ? 

Mr. Wozencraft: Just the first page, I had in mind, show¬ 
ing when it was acquired, and so forth. j 

Mr. Kern: I have no objection to the page being offered 
in evidence or as an exhibitl with the understanding that 
whether the facts there stated are accurate I cannot state 


i 




256 MACK AY RADIO & TELEGRAPH COMPANY, INC., VS. 

from the mere reading of the article, but for whatever it 
may be worth. 

Mr. Wozencraft: I read it into the record then, in- 

446 stead of offering it? It is very brief. 

Mr. Kern: I have no objection. 

Mr. Wozencraft: (Reading) “The United River Plate 
Telephone Company, Ltd., the largest telephone operating 
company in Latin America, has recently become associated 
with the International Telephone and Telegraph Corpora¬ 
tion. This is the result of an offer made by the latter com¬ 
pany on December 11, 1928, through a syndicate headed by 
J. P. Morgan & Company and the National City Company 
of New York, to the stockholders of The United River Plate 
Telephone Company, Ltd., for the purchase of the stock in 
that company.’ ’ 

In connection with that, I ask that there be copied into 
the record the statement appearing on page 8 of the annual 
report of the International Telephone and Telegraph Com¬ 
pany for 1928 reading: 

“One of the gratifying results of the acquisition of The 
United River Plate Telephone Company, Ltd., was the in¬ 
crease of the list of British stockholders of the International 
Telephone and Telegraph Corporation. Temporary cer¬ 
tificates were issued to the shareholders of the United River 
Plate Telephone Company, Ltd. who deposited their shares 
against payment, part in cash and part in stock of the In¬ 
ternational Corporation, and it is expected that, when the 
definitive stock certificates are issued, there will be over 
1,300 new British holders of the stock of your corporation.” 

Mr. Kern: Do you want the whole of the annual report 
in, or just that paragraph? 

Mr. Wozencraft: I ask that there be copied into 

447 the record only the paragraph read, and I withdraw 
the rest of the exhibit. 

The Chairman: It will be withdrawn. 

(The “R. C. A. C. Exhibit No. 5” previously marked in 
evidence is withdrawn.) 

Mr. Wozencraft: The same ruling I assume applies to 
the publication which was introduced? 

The Chairman: It was not introduced and never given a 
number. 
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448 By Mr. Wozencraft: 

Q. I hand you what appears to be a copy of the I. T. 
& T. annual report for 1931. Do you identify it? A. That 
is what it appears to be. 

Q. I ask you to read into the record the statement on the 
unnumbered page facing page 5 headed “International 
Telephone & Telegraph Corporation”. 

Mr. Kern: Objected to on the ground of irrelevancy. I 
think it is irrelevant. I do not even object to it on that 
ground if the Commission wishes it. 

The Chairman: You may read it. 

The Witness (reading): “The International telephone 
& Telegraph Corporation was organized to cooperate and 
assist technically and financially in the general development 
of electrical communications in a broad international sense, 
and, with respect to the organization and development of 
national communications systems, it is the purpose of the 
International Telephone & Telegraph Corporation to de¬ 
velop truly national systems operated by the nationals of 
each country in which the International Corporation is or 
may become interested. The International Corporation was 
not organized with the desire of imposing American prac¬ 
tices in its foreign activities. There appeared to be a fruit¬ 
ful field of servce to be rendered in bringing together under 
one general organization electrical communications sys¬ 
tems, and the extension by the International Corporation 
to the associated companies of the technical anq. financial 
facilities and direction that might be needed for their inten¬ 
sive and efficient development. The best American 

449 practices have been suggested but never imposed. On 
the contrary, the International Corporatibn has al¬ 
ways been ready and quick to adjust American practices to 
local conditions and to adopt such local practices as were 
conducive to the successful development of the various en¬ 
tities. The combined and coordinated effort of the Associ¬ 
ated companies of the International System, is today justi¬ 
fying the plans and purposes of your corporation; ’ ’ 

The Chairman: The Chair understands that counsel does 
not pursue his objection to the paragraph read? 

Mr. Kern: No, I have no objection except that I think 
it is irrelevant and explorative, but that is up td the Com- 
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mission. We do not wish to keep any of these things out of 
the files. They have already been handed to the Commis¬ 
sion, and the Federal Radio Commission before them, and 
there are several copies of all of these things in the files 
anyway. 

By Mr. Wozencraft: 

Q. I ask you to read from page 20 of the same report, the 
sentence undescored. 

The Chairman: Show it to Mr. Kern. 

Mr. Wozencraft: I beg your pardon. Mr. Kern, have 
you any objection to the reading of that paragraph? 

Mr. Kern: I would like him to read the two sentences 
preceding. 

By Mr. Wozencraft: 

Q. Will you please read the sentence marked and the two 
preceding sentences which your counsel also wishes 
450 in the record, on page 20? A. (Reading) 4 ‘Labora¬ 
tories,—The Laboratories perform services wdiich 
are essential for both the manufacturing and the operating 
companies. Their work is principally of a day to day char¬ 
acter in the improvement and perfection of the apparatus 
and equipment manufactured or employed and the develop¬ 
ment of new, better and less costly methods of communica¬ 
tion. Only incidentally and to a relatively small degree is 
the work of the Laboratories devoted to what may properly 
be described as research and development. ’’ 

Q. I hand you what appears to be the copy of the Inter¬ 
national System News for June and July, 1931. Do you 
identify it? A. Yes, sir. 

Q. I ask you to read the underscored portion on page 8 
which has been shown to your counsel. 

Mr! Kern: This does not purport to be signed by any¬ 
body ? 

Mr. Wozencraft: It is an unsigned article in that publi¬ 
cation, as counsel for applicant states. 

Mr. Kern: And you don’t know who wrote it? 

Mr. Wozencraft: No, do you? 

Mr. Kern: No. Then, as an unsigned article, I have no 
objection to the reading if he reads the two paragraphs. 


i 
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The Witness (reading): “The International Cbmpany, 
both in spirit and policy, is truly international. Through 
our communication services we try to bring even closer to 
one another the countries we serve, and through the devel¬ 
opment of our national telephone systems and manufactur¬ 
ing plants we cooperate in every way possibly toward 

451 the progress and welfare of the countries jm which 
they are located. 

“In confirmation of this spirit and policy, our head¬ 
quarters and field staffs are open to all without preference 
or prejudice. Several of our senior officials and a very 
large majority of our junior officials are of nationalities 
other than American. We are very proud of our Scandi¬ 
navian officials and were recently fortunate in obtaining the 
services of a distinguished Swedish engineer to head up all 
of our Scandinavian companies. We want more of them, as 
the Swedish telephone engineers are among the fnost effi¬ 
cient and progressive. ’ ’ \ 

Mr. Wozencraft: You may have the witness. 

Mr. Kimball: Shall I proceed, Mr. Chairman? 

The Chairman: Yes, Mr. Kimball. j 

i 

Cross-examination j 

By Mr. Kimball: j 

I 

Q. In your testimony, Mr. Stone, to escape the bother as 
you put it of reading certain portions of the Senate hear¬ 
ing with relation to Senate No. 6, you neglected to read, 
did you not, the statement of Mr. Mackay to the effect that 
he had had considerable experience in the domestic field 
with relation to exclusive contracts, and that at least he 
thought that the companies that had obtained subh exclu¬ 
sive contracts should have had the benefit of theit best en¬ 
deavor. A. I did not neglect, nor did I state that I wanted 
to avoid the bother of reading testimony from oiher than 
my own testimony. I tried on Monday to read testimony of 
Mr. Newcomb Carlton, knowing that you had already pre¬ 
sented Mr. Mackay’s views before this Commissipn, and I 
wanted them to have the point of view of another 

452 distinguished leader of the American communica¬ 
tions field, but only you kept them out; I did not. 

Q. You do not mean to infer that I kept out Mr. Jdackay’s 
statement? A. No, I am sure you got that in on the hear¬ 
ing with relation to exclusive railroad contracts, j 

I 

i 

i 


i 
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Mr. Kimball: Does the Chairman want to continue or do 
you want to recess ? 

Mr. Kern: Are you through? 

Mr. Kimball: No. 

The Chairman: It is now one o ’clock. I take it your ex¬ 
amination will be something more than two minutes in 
length? 

Mr. Kimball: It won’t be very long, but it will be more 
than two minutes. 

The Chairman: We shall recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 1 o’clock p. m., a recess was taken until 
Thursday, January 16, 1935, at 10 o’clock a. m.) 
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455 Before the Federal Communications Commission 

(Telegraph Division) 

Washington, D. C. 

January 16, 1936 

Dockets Nos. 3336 3337 3338 

In the Matter of: Petition of Mackay Radio & Telegraph 

Company, Inc., New York, N. Y. 

Application for modification of license: Request to add 
Oslo, Norway as a point of communication. 

The above-entitled matter came on for hearing before 
the Telegraph Division of the Commission, in Room 7121, 
Interstate Commerce Building, at 10 o’clock a. m. 

Present: Commissioners Irvin Stewart (Chairman) and 
George Henry Payne. 

Appearances: As heretofore noted with the following ex¬ 
ception : 

On behalf of Hon. Alfred E. Smith & George Gibbs, Trus¬ 
tees for Postal Telegraph & Cable Corp.: 

Chadbourne, Stanchfield & Levy 

(Stannard Dunn, Esq., in place of Alexander B. Royce, 
Esq.) 25 Broadway, New York City 

456 Proceedings 

The Chairman: Mr. Kimball, will you proceed ? 
Whereupon—Ellery W. Stone previously sworn, there¬ 
upon resumed the stand and testified further as follows: 

Cross-Examination (Continued) 

By Mr. Kimball: 

Q. Mr. Stone, at the time this application was filed you 
submitted an affidavit to the Commission, did you not? A. 
Subsequent to the filing. 

Q. Please be specific. Under date of September 27, 1935, 
was it not? A. I do not have a copy here. 

Q. Well, you don’t need it. Mr. Phelan also submitted an 
affidavit, did he not, which you stated in your affidavit would 
be furnished by Mr. Phelan? A. Then I would like to see 
my affidavit. 

Q. Very well (handing witness paper). A. (Witness ex¬ 
amining paper) Yes, sir. 
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I 

I 

I 

Q. In your affidavit, Mr. Stone, you stated that you had 
made careful inquiry of the proper officers of the Commer¬ 
cial Cable Company and had been informed by $uch officers 
that the said company intended to make the circuits of the 
Mackay Radio and Telegraph Company to Oslo, Norway, 
when in operation, the normal route for transmission of all 
messages not otherwise routed by the sender, within the 
control of the Commercial Cable Company; and Mr. Phelan 
in his affidavit stated that so far as the Commercial 

457 Cable Company was concerned, it intended that the 
circuits of the Mackay Radio & Telegraph Company 

with Oslo, Norway when in operation would be the normal 
route for the transmission of all messages not otherwise 
routed by the sender within the control of the Commercial 

Cable Company. i 

Does that mean what it says, all of the messages within 
the control of the Commercial Cable Company,lor only all 
of the messages within the control of the Commercial Cable 
Company destined for Norway? A. I am sure the intent of 
the affidavit was all of the messages destined fbr Norway. 
I was not aware that Mr. Phelan’s affidavit, and I think that 
is what you are now referring to, indicated messages to 
points other than Norway. 

Q. It certainly is susceptible of that interpretation if you 
want to make it. A. Which paragraph is that? 

Q. The second paragraph. A. I think you are correct 
that it could be so interpreted. I am sure that |was not the 
intent. 

Q. It was only the intent of the companies allied in the 
International System to use the Mackay circuit fbr Commer¬ 
cial Cable Company traffic destined to Norway? A. The 
Mackay circuits to Norway, yes, sir. 

Q. Mr. Stone, are you familiar with the available facili¬ 
ties for the transmission of information from the United 

I 

States to Norway? A. I would not say in detail. 

458 Q. You know that the Radio Corporation of Amer¬ 
ica has a radio circuit to Norway, do yoq not? A. I 

i 

certainly know that. j 

Q. Do you know that the Western Union Telegraph Com¬ 
pany system includes ten cables, seven of which could be 
used for traffic destined for Norway? A. I will accept that, 
that it can handle traffic for Norway although it does not 
reach Norway, as I understand. 


i 


i 


i 
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Q. Are you also familiar with the fact that the Commer¬ 
cial Cable Company has six cables, five of which at least 
could be used for traffic to Norway? A. I believe that to be 
the case. 

Q. Are you also aware of the fact that the French Cable 
Company have three cables, which in time of need could be 
used for the transmission of information from this country 
to Norway? A. I have no reason to doubt that. I do not 
know the exact number of the French Cable. 

Q. Do you know that there is one British cable at Halifax 
going to England that could be used if necessary for the 
transmission of intelligence from this country in connection 
with connecting carriers destined to Norway? A. I don’t 
know what the contractual arrangements are for British 
carriers out of Canada. 

Q. At Oslo, Norway, is there any developed substantial 
arbitrage business? A. I don’t know. 

i Q. You know that there is in Amsterdam, do you 
459 not? A. I believe that to be the case; I understand 
that to be the case. 

Q. But you have no such understanding in the same re¬ 
spect with respect to Oslo, Norway, have you? A. That is 
correct, I have no such understanding. 

Q. Now, Mr. Stone, I am referring to your returns to the 
questionnaire and refer to that portion thereof on a double 
sheet which shows the Norway traffic handled by the Mackay 
Radio & Telegraph Company via Copenhagen for the 10 
months ended October 31,1935. Am I correct that the total 
eastbound w r ords handled by your company was 13,273, for 
that period? A. That is what this exhibit sets forth, and 
I have reason to believe that it is accurate. 

Q. What is the average wordage of a message, if you 
know ? A. I don’t know accurately. 

Q. I understand also from this same sheet that you have 
no westbound traffic, is that correct? A. That is correct. 

Q. The Commercial Cable Company filed an answer to a 
questionnaire. Have you that in front of you? A. I have 
not, no, sir. 

Q. Can you get it? A. Yes, sir, I have it now. 

Q. Turning to a similar sheet in that return showing the 
Norway traffic for the 10 month period handled by the Com¬ 
mercial Cable Company, is my understand correct that east- 
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bound 190,073 words were handled by the Commer- 

460 cial Cable Company? A. That is what this exhibit 
sets forth. 

Q. And am I likewise correct in stating that the amount 
of westbound business expressed in words handled by the 
Commercial Cable Company was 73,343? That is the figure 
on this exhibit, yes, sir. ! 

Q. Have you seen the returns of the Western tJiiion Tele¬ 
graph Company to the questionnaire submitted in this pro- 
ceeeding? A. No, sir. j 

Q. I furnished it to your counsel. ! 

Mr. Kern: May it please the Commission, in consultation 
with Mr. Kimball, there is no objection to the introduction 
of these as applicant’s exhibits. These are responses made 
by the applicant. As long as they are referred to in part, 
I ask that the reply of the Mackay Radio & Telegraph Com¬ 
pany, Inc. made to the Commission’s questionnaire of De¬ 
cember 14, 1935 be marked as Applicant’s Exhibit 21. 

The Chairman: If there is no objection, it may be so 
marked. 

i _ 

(The document referred to was marked ‘ 4 Applicant’s Ex¬ 
hibit No. 21, Dockets 3336, 3337 and 3338,” for identifica¬ 
tion. ) 

i 

Mr. Kern: I also offer the response of the Commercial 
Cable Company as Applicant’s Exhibit No. 22. 

The Chairman: It may be so marked. ! 

I 

(The document referred to was marked “ Applicant’s Ex¬ 
hibit No. 22, Dockets 3336, 3337 and 3338,” for identifica¬ 
tion. ) ! 

i 

Mr. Kern: I also offer the letter which was directed 

461 to Mackay Radio & Telegraph Company dated De¬ 
cember 14,1935 as Applicant’s Exhibit No. 23. 

The Chairman: It may be marked. 

(The document referred to was marked 6 ‘ Applicant’s Ex¬ 
hibit No. 23, Dockets 3336, 3337 and 3338,” for identifica¬ 
tion. ) 

I 

Mr. Kern: I do not have the other letters to the Commer¬ 
cial Cable and other parties, as the questions in the one case 
I think are substantially the same as the others— 


i 
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Mr. Kimball (Interrupting): I do not think that is so. 

Mr. Kern: All right. Then I also offer a letter of Decem¬ 
ber 14th from the Commission to the Commercial Cable 
Company as Applicant’s Exhibit 24. 

The Chairman: It may be so marked. 

(The document referred to was marked “Applicant’s Ex¬ 
hibit No. 24, Dockets 3336, 3337 and 3338,” for identifica¬ 
tion. ) 

Mr. Kern: I haven’t all of those here, but counsel have 
all seen them, so I merely mark the two answers at this 
time and will furnish the additional copies for the record. 

The Chairman: Is there any objection? 

Mr. Kimball: No objection on my part. 

Mr. Wozencraft: No objection. I would like to ask that 
the respondents be furnished copies of the questions asked 
by the Commission of Mackay Radio and Commercial Cable. 
This respondent has copies of the replies but not of the 
questions. 

462 Mr. Kimball: I am in the same fix. 

Mr. Kern: We can have them made. As long as 
they are coming in at this time, we feel they ought to be in 
the record and we will have to have copies made. 

The Chairman: Applicant’s Exhibits 21, 22, 23 and 24 
have been received. 

(The documents referred to were received in evidence, 
marked Applicant’s Exhibits 21, 22, 23 and 24, Dockets 3336, 
3337 and 3338, ’ ’ and are filed with the transcript in the pos¬ 
session of the Commission.) 

Mr. Kimball: Since these answers have gone in at this 
point, I now offer on behalf of the Western Union Telegraph 
Company, the answers which it made to the questionnaire 
submitted to it by the Commission. Also the questions con¬ 
tained in the letter of December 14th and ask the privilege 
from the Commission to supply the second documents, to 
wit, the list of questions at a later date. 

The Chairman: They will be received. 

(The documents referred to were received in evidence, 
marked 4 ‘Western Union Exhibits Nos. 1 and 2, respec¬ 
tively, Dockets 3336, 3337, and 3338,” and are filed with the 
transcript in the possession of the Commission.) 
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Mr. Kimball: Western Union Exhibit 2 will b$ furnished 
later. . | 

By Mr. Kimball: j 

i 

Q. Will you turn to Western Union Exhibit 1, Mr. Stone, 
and I direct your attention to the first folded double sheet 
headed “Volume of words and revenue on traffic 

463 originating in the United States or transiting the 
United States, transmitted over the lines df the West- 

* l 

ern Union Telegraph Company to Norway including the 
traffic via Norway during the period January |st, 1935 to 
October 31st, 1935.” j 

In the first column under the heading “Words” and re¬ 
lating in the lefthand column to the month of Jaiiuary, 1935, 
that report shows, does it not, 23,608 words? jA. That is 
correct. | 

Q. Similarly, for the months of February, March, April, 
May, June, July, August, September and October, it shows 
23,866; 28,186; 30,574; 35,179; 30,816; 29,502; 32,621; 31,589 
and 36,054. Is that correct? A. That is correct. 

Q. Without asking you to add the figures at this time, I 
will ask you to accept my addition subject to correction by 
yourself or counsel, that those figures aggregate a total of 
302,015. Are you willing to do that? A. I am willing to ac¬ 
cept that. j 

Q. That is the amount of traffic handled by tjie Western 
Union according to this report eastbound, is it not A. I 
think what we have just been talking about was I the volume 
of words, was it not? 

Q. That is right. That is what I meant tjo say. A. 
Didn’t you say 11 revenue ” ? j 

Q. I meant the number of words transmitted eastward by 
the Western Union Telegraph Company during that 

464 10-month period. A. Yes, sir. 

Q. Now, calling your attention to the next two 
double sheets folded, which purports to show the volume 
of words and revenue originating in Norway jor transit¬ 
ing Norway and transmitted over the lines of the Western 
Union to the United States, including traffic via the United 
States during the same period, you find a similar compila¬ 
tion by months, do you not, with considerably smaller word- 
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age in the first column entitled “Words” for the full 10- 
month period? A. Yes, sir. 

Q. Are you willing to accept my statement that the total 
of those 10 months, subject to your correction or the correc¬ 
tion of your counsel, is 55,512? A. I am willing to accept 
that. 

Q. Have you seen the return of the Radio Corporation 
of America in this proceeding? A. No, sir. 

Mr. Wozencraft: On behalf of the R. C. A. Communica¬ 
tions, Inc., I offer the response of the R. C. A. Communica¬ 
tions, Inc. to the questionnaire of the Federal Communica¬ 
tions Commission attached to letter of the Secretary of the 
Federal Communications Commission dated December 14th, 
1935, attached to which response are Exhibits A and B. 
The questions asked by the Commission are reproduced in 
the body of the response. 

The Chairman: They will be admitted. 

465 (The documents referred to were received in evi¬ 
dence, marked “R. C. A. C. Exhibits 5, 6 and 7, re¬ 
spectively, Dockets 3336, 3337 and 3338,” and are filed with 
the transcript in the possession of the Commission.) 

By Mr. Kimball: 

Q. Will you look at R.C.A.C. Exhibit 7 and turn to the 
first page thereof? 

Mr. Kennedy: The Commission files the responses of the 
French Telegraph Cable Company dated December 27, 1935 
as Commission’s Exhibit 1. 

The Chairman: It will be so marked. 

(The document referred to was received in evidence, 
marked 11 Commission’s Exhibit No. 1, Dockets 3336, 3337 
and 3338, ’ ’ and is filed with the transcript in the possession 
of the Commission.) 

Mr. Kennedy: Following the same order, we offer the 
questions to the French Cable Company submitted by the 
Commission as of December 14, 1935 as Commission’s Ex¬ 
hibit No. 2. 

The Chairman: It will be admitted. 

(The document referred to vras received in evidence, 
marked “Commission’s Exhibit No. 2, Dockets 3336, 3337 
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and 3338/’ and is filed with the transcript in the possession 
of the Commission.) 

Mr. Kimball: At this point may I ask if the dommission 
intends to put in the record the copy of a letter ivhich I be¬ 
lieve is dated January 3rd, which I did not receive, and 
which caused me to go off the handle here for Half a day? 
Mr. Kennedy: We can do so, Mr. Kimball. 

466 Mr. Kimball: I request that it be done. I would 

like it for my own protection. ! 

Mr. Kennedy: All right. Not at this time? 

Mr. Kimball: No, I am not particularly anxiqus at this 
time, but any time before we get through. j 

By Mr. Kimball: 

Q. Have you R.C.A.C. Exhibit 7 in front of yoii? A. Yes, 
sir. | 

Q. Does that report show that during the 10-month pe¬ 
riod in question, the R.C.A.C. handled to Oblo 799,163 
words? A. No, sir. 

Q. Will you refer then to Exhibit 6? A. Will you read 
the question? | 

(The question is repeated as follows: “Q. Dobs R. C. A. 
Exhibit 6 show that durng the 10-month period in question 
the R. C. A. handled to Oslo 799,163 words?” 

i 

The Witness: Yes, sir. i 

By Mr. Kimball: j 

Q. And similarly, the same statement shows that R. C. A. 
carried in the reverse direction, Oslo to New York, 914,407 
words, did it not? A. On the direct circuit, yes', sir. This 
does not include transit traffic, in my opinion, sent via Swe¬ 
den. 

Q. Of course, I don’t know what the question that the 
Commission asked was, but I know in the questions pro¬ 
pounded to the Western Union, they asked that ]which tran¬ 
sited Norway as well. A. I think it may be in here, 

467 but my point was I do not think it necessarily was 
in the figures you just read to me, because I know 

this states “ Transmitted by direct radio circuit and re¬ 
ceived by direct.” 

The Chairman: Off the record. j 

i 

i 

(Discussion off the record.) j 
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By Mr. Kimball: 

Q. Now, Mr. Stone, can you tell us to what extent the 
radio circuit which you had in Copenhagen, Denmark and 
used as I understand it for such traffic as you had with Nor¬ 
way, was used as compared with its full capacity? A. No, 
I think Mr. Pratt can answer that more exactly, but it was 
not used anywhere near, as I understand, its full capacity. 

Q. Again accepting my mathematical calculation as being 
correct, subject to correction, if the wordage figures which 
you have read into the proceeding from the returns of the 
different companies, excluding the French Cable Company, 
totalled 2,347,786 words, you will accept that for the pur¬ 
pose of this question as being correct, will you not? A. Yes, 
sir. 

Q. That is over a 10-month period. What, as an operat¬ 
ing man, would you say, should be used to determine the 
daily average of words sent to Norway? Twenty-six days 
a month—do you think that would be a fair average to use? 
A. I think on the basis of 300 days to the year, that 24 or 
25 days per month would be. I think 26 is a little high, but 
I am willing to accept it. 

468 Q. I have made the computation on the basis of 
twenty-six. A. I am willing to accept that. I do not 
think it will probably affect the answer very much. 

Q. If the total number of words which I have stated as 
2,347,786 sent by the different companies to and from Nor¬ 
way is divided by 260, or 26 days per month, it would re¬ 
sult in an average of 9,030 words per day. Do you think 
that any such wordage as that would take and exhaust the 
capacity of the plant that is available for the transmission 
of messages to and from Norway in existence today as de¬ 
tailed or agreed to by you in prior part of your testimony 
considering Commercial Cable cables, Western Union cables, 
and radio direct circuits? A. Your question was rather 
long. Do you mean that the wordage that you have given 
on a daily average would require for the transmission, all 
of the existing plant by all carriers available for them? 

Q. That is just exactly what I mean. A. It certainly 
would not. 

Q. Then if that is true, what is the need at this time for 
any increase of the already more than adequate facilities 
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between New York and Oslo? A. I did not think that this 
was a discussion of the material plant requirements in the 
submission of our case. I had hoped that we might have 
indicated in the last three days our need of this circuit from 
the standpoint of the competitive situation. 

Q. Aside from the need of the Mackay Radio & 

469 Telegraph Company, I think you will agr0e that the 
needs of the public should at least be considered, 

should they not? A. We consider that our requirements 
fit into the needs of the public. 

Q. In other words, because Mackay Radio & Telegraph 
Company think that they need to get in and shark this traf¬ 
fic, vou think that as a matter of fact it follows that the 

/ V 

public must necessarily be interested to the saijne extent? 
A. I don’t know that my answer to this question—it cer¬ 
tainly was not put forward narrowly in the last three days— 
limited our application merely to the requiremknts of the 
Mackay Radio & Telegraph Company. I think you will 
agree that for three days we have been talking about the 
requirements of the Mackay System, which involves the 
Commercial Cable and its connecting carriers. Vfe are part 
of a system requiring the right to go by radio to Norway 
in order that to serve the public, we may as a system be 
enabled to live in an aggressive or active competitive situa¬ 
tion. 

Q. That may be very true, Mr. Stone, from tjhe Mackay 
Radio & Telegraph Company viewpoint, and I jagree with 
you that it probably is true, but what single feature will the 
installation of a circuit by Mackay Radio & Telegraph Com¬ 
pany give to the public in addition to what they pave avail¬ 
able to them at this time via existing routes ? j A. It will 
give them a more expeditious service than theyl can reach 
over the facilities of the Mackay System, and again I must 
differ with your question when you say that that 

470 was the requirement despite my last apswer, only 
of the Mackay Radio & Telegraph Compapy. 

Q. I am willing to accept your amendment. AL All right, 

sir. | 

Q. Are you aware of any complaint on behalf qf the pub¬ 
lic, either of the United States or of Norway because of 
traffic handled by the Commercial Cable Company to Oslo, 
or to or from Norway? A. No, I would not receive those. 
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Q. Yon are not aware, of course, of any complaints of 
the service between New York and Oslo via Western Union? 
A. No, I would not receive those. 

Q. As a matter of fact, Mr. Stone, as an operating man, 
try to put yourself in the public’s viewpoint. Don’t you 
really think that the people of Norway and the people of 
the United States are getting as expeditious service between 
the United States and Norway as the people of both of those 
countries need at the present time? A. Of course, if we as 
practical people say that the service given to the public is 
all that they need, and if that had been our policy as com¬ 
munication men—I am not speaking as Mackay System 
man—but if that had been the policy of those so engaged in 
the communication business in the past, we would not have 
had any improvement in the service. I hesitate a little to 
say that progress would be brought about if we adopted as 
a policy that service available is all that they need or all 
that they are entitled to get. 

Q. I am not trying to formulate here with you, Mr. 
471 Stone, a question of policy. I am trying to get from 
you an answer to the question which as an operating 
man you ought to be able to give, and that question is very 
simple; and that is, do you not think as an operating man 
that the people of the United States and the people of Nor¬ 
way, with the availability and use of present facilities are 
getting the kind of service that they need? A. They are 
getting the service that is offered to them. Whether they 
need more or not, I cannot answer. Whether their patron¬ 
age would be greater if the service were better than is now 
available to them, I don’t know. I should imagine it would 
be. That has been the history of progress in communica¬ 
tions. 

Q. The service that you are able to give if this applica¬ 
tion is granted, is at present being given by R. C. A., is it 
not, and— A. (Interrupting) I don’t know that. 

Q. Will you let me finish? A. Of course. 

Q. So that if there are a class of people in the United 
States or in Norway which feel that they must have a radio 
service, that service is there available for them at the pres¬ 
ent time, is it not? A. Not via our circuits. 

Q. It is available to them by some circuit, is it not? A. I 
am not working for my competitor. 
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Q. I understand you are not working for your competi¬ 
tor, but I am trying to get from you the angle of the 

472 public here. We have listened here three dhys to the 
angle of the Mackay Radio & Telegraph Company, 

and its associates in the Internatonal System. I want to 
know from you whether or not every single bit bf service 
which the public could get from the establishment of this 
circuit to Norway is not available to the public of the 
United States and the public of Norway at the present time. 
A. No, sir, it is not. j 

Q. Tell me in what particular it is not. A. The| very fact 
that you have more than one cable across the Atlantic to 
London, the very fact that there are alternate roiites avail¬ 
able to R. C. A., indicates to me the desirability tfyat an ad¬ 
ditional direct circuit would also serve the public’s interest. 

One direct radio circuit may fail occasionally. |The tran¬ 
sit routes, as brought out, are never as fast as the direct. 

I could not accept the statement that another direct radio • 
circuit involving as it would, no manual relays, would not 
bring to the telegraphing public better facilities than they 
now enjoy. | 

Q. There is no relaying done now on the R. C. A. circuit, 
is there! A. No, sir. 

Q. Would you be satisfied with the granting of \his appli¬ 
cation for use during such peroids as the R. C. A. circuit, 
their direct circuit, was broken down! A. Certainly not. 

Q. The public in the United States and fche public 

473 in Norway that are satisfied with cable transmission, 
certainly have a plethora of facilities open to them to 

select from, have they not! A. They are open tci them the 
bulk of the time if they are satisfied with that. There has 
been increasing dissatisfaction, certainly in the j westward 
direction, as reflected in the growth of the R. C.! A. traffic. 

Q. Assuming those backward people in both j countries 
that are satisfied with cable transmission, the cables are 
there to meet any ordinary or extraordinary demands, are 
they not! A. I don’t know about extraordinary demand, 
because extraordinary demand may be for faster service, 

. and I question whether that is available. 

Q. They are available, though, are they not! A.| They are 
available to the people who have the messages seflt by your 
route and other cable routes. I 
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Q. That forward-looking* class in both countries that must 
go with the radio— A. (Interrupting): There are plenty 
now. 

Q. They have available, do they not, the circuit of the 
R. C. A. which I believe the testimony here has shown or 
will show, is not used by any means to its ultimate capac¬ 
ity? A. Yes, they have it available if they want to file 
R. C. A. 

474 Q. And the Mackay Radio and Telegraph Com¬ 
pany have not got anything in a technical way or of a 

technical character in connection with this proposed Nor¬ 
way circuit that the R. C. A. are not already using, have 
they? A. No, but the telegraph business is not a question 
solely as your chief so frequently has said, a matter of tech¬ 
nique, but personnel, service. 

Q. As an operating man, do you think that the operating 
revenue available from the present existing traffic between 
Norway and the United States, and such increase in traffic 
as can normally be expected, is sufficient to provide a 
healthy condition for the three existing American compa¬ 
nies engaged in that enterprise? A. The only reason why 
it would not be is because of the low collecting rates that 
carriers have in the United States for the pay-out on the 
gold franc basis, but leaving that out, upon the stabilization 
of international currencies I know of no reason why the 
carriers should not be in—I believe your expression was— 
a healthful condition on the traffic to Norway. 

Q. Unfortunately the day when all of those perfect things 
will be, is not with us. We are faced with an existing situa¬ 
tion. Your application is made to this Commission under 
the conditions as they exist today. A. That is certainly 
true. 

Q. We are not on the gold standard, are we? A. You 
will have to get some expert to tell me that; I don’t know. 
We are paying out more than we used to pay out. 

Q. Taking the conditions as they exist today, do 

475 you believe as an operating man that the revenues 
available to the three American companies engaged 

in Norway and United States traffic is adequate to keep the 
three companies in a healthy condition? A. Of course not, 
but with respect to their communications to Norway, I think 
it is adequate. Not one of us could live on Norway traffic 
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alone. I don’t think that is what you meant ih phrasing 
your last question, but I think that is what you said. 

Q. Accepting your answer, what then is the justification 
for the establishment of a fourth American route to Nor¬ 
way to further divide and deplete the inadequate revenue 
that exists at the present time for division among three? 
A. Mr. Kimball, my answer was directed to a question 
which I think you improperly put, that you said that the 
three of us could not live on Norway traffic, and ^e can not, 
because we have svstems running all over the world to other 
points than Norway. If you had phrased your question to 
convey what I think you meant, that portion of qur respec¬ 
tive investments pertaining to Norway, I think that is true. 

Q. So far as you are concerned, you have got to straddle 
the first hurdle, have you not, to get the permission from 
this Commission to establish this circuit to Norway before 
you go anywhere else, so, so far as my question is con¬ 
cerned, and your company is concerned, all we arb consider¬ 
ing at this time is the traffic to Norway? A. I know, but I 
think there is still a misunderstanding between its as to the 
question you put, which I think was, could the car- 
476 riers live on their business with Norway? Obviously, 
the carriers could not, because the carriers go to 
many other places than Norway. 

If you want to say “that portion of your investment de¬ 
voted to Norwegian traffic”, that is a differentj story, but 
so far as any of us is concerned, we could hot live on 
business to one city, domestically or foreign, or tq one coun¬ 
try in the foreign. j 

Q. I believe you stated in answer to a question by Mr. 
Wozencraft that your understanding was that the same 
transmitter used for Norway traffic to the United States via 
R. C. A. would not be used on Norway traffic to the United 
States if you are successful in having this application 
granted, is that correct? A. That is my understanding. 

Q. Assume, Mr. Stone, that the application thait you have 
filed here were granted, effective tomorow, you would be in 
the position, would you not, of having some westbound busi¬ 
ness to the United States which up to this time you have 
not enjoyed, is that correct, by virtue of this proposed 
agreement which I understand you have, an agreement to 
agree to sign sometime when the parties get together to 
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agree to sign it, is that right? A. If we agreed tomorrow, 
which as I understand your question, is when the circuit 
goes into operation, we would have some westward traffic. 

Q. In other words, the contract provides that your per¬ 
centage will be increased by the amount at least of the 
traffic that you sent eastward over unrouted traffic, isn’t 
that correct? A. It does not provide that, unless 

477 we want to deal with very abstruse mathematical 
computations. 

Q. Put it this way. If the agreement goes into effect, 
you will get westward the business routed via Mackay 
Radio? A. From Norway? 

Q. Yes. A. Certainly. 

Q. And in addition to that, you will get a certain propor¬ 
tion from Norwav Government of the unrouted traffic which 
it is able to obtain, is that correct ? A. Correct. 

Q. That being true, as I understand the picture, the Com¬ 
mercial Cable goes out of the Norway business? That is 
all handled by the Mackay Radio and Telegraph Company; 
is that correct? A. Except for those persons who desire to 
route from Norway via the cable route, and those custom¬ 
ers in the United States who send eastward messages, that 
have preference for the cable transmission as would so 
mark their messages with such a routing. 

Q. So that tomorrow when the application is granted, 
the Mackay Radio and Telegraph Company will without 
the necessity of solicitation, receive a return load of traffic 
to the United States, whereas the Commercial Cable Com¬ 
pany for such business as it handles to Norway routed by 
the customer that way, the Western Union, will have to de¬ 
pend for their westbound traffic upon such solicitation ef¬ 
forts as they are able to make, is that correct? A. 

478 Exactly the same as obtains with all the carriers in 
Germany and many other countries today where the 

R. C. A. gets all of the unrouted traffic out of the country. 

Q. I am not worried about Germany. We are trying to 
discuss Norway.. A. I am trying to make clear for the rec¬ 
ord what the situation will be in Norway— 

Mr. Wozencraft (interrupting): May I interrupt long 
enough to suggest.tothe witness that he unintentionally in 
his. statement misstated, the situation in Germany as to the 
R.. C. A. There is no provision in the contract for that. 
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The Witness: I accept that. Make it France or.some 
other country where there is the type of agreement such 
as we read yesterday. j 

Mr. W^ozencraft: It is not correct in France bither. 

! 

By Mr. Kimball: ! 

Q. The fact is, is it not, Mr. Stone, that if tjhe arrange¬ 
ment should go into effect, the Commercial Cable to a very 
small degree, and the Western Union Telegraph Company 
to a very large degree, would be handicapped in its can¬ 
vassing for the business in Norway as compared with the 
Mackay Radio and Telegraph' Company because of this con¬ 
tractual arrangement whereby you get a portion of the 
unrouted business which the Norway administration orig¬ 
inates, is that correct? A. No more handicapped than they 
are now as against the R. C. A. route. j 

Q. They would be more handicapped than they are at 
present against Mackay Radio and Telegraph Corn- 
479 pany, would they not? A. Obviously since we get 
none today. | 

Q. Or the Commercial Cable Company, will they not? A. 
What is that last question? I 

Q. Strike it. Now, as I understand it, ouiside of the 
patented article which you state should have pome to you 
but which you would not go so far as to say was taken away 
from you, and the improvement on a radio compass in the 
radio marine field, that is all the contribution io the radio 
art that the Federal Radio, Mackay Radio, or fche Interna¬ 
tional Telegraph and Telephone Company has j made up to 
date, isn’t that correct? A. No, sir. j 

Q. What else have you done? A. I said the other day 
that I did not care to disclose in this room— 

Q. (Interrupting) I am not asking you to disclose any¬ 
thing. I am talking about accomplished facts.! A. That is 
an accomplished fact what we are working oh today, and 
the strides we have made. They are of a nature that there 
is not any particular reason, and I am sure tny competi¬ 
tors would not ask me to, to disclose at this time, but there 
is some very forward radio development being; accom¬ 
plished by us at this time which will have the effects when 
applied, I imagine late this year or next year, th still reduce 
our operating expense and increase our operating ratio. 
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Q. At least so far as the public is concerned, and assum¬ 
ing that the circuit was opened tomorrow, the public 

480 tomorrow would not have the benefit of any other 
contribution than those that I have named, would 

they? A. Yes, they would. 

Q. In what respect, without disclosing a secret? A. I am 
sorry, but it does involve that. 

The Chairman: The Chair wants to be sure that the rec¬ 
ord is clear on this point. As I recall, your question em¬ 
braced not only Federal Telegraph and Mackay Radio, but 
also International? 

Mr. Kimball: That is right. 

The Witness: I am glad to have the suggestion of the 
Chair. There is nothing involved in this of the I. T. and T. 
technically. 

By Mr. Kimball: 

Q. I thought Colonel Behn was on the Policy Board. A. 
He is, but Colonel Behn last year in his position in the 
Postal corporation set in on certain decisions, but I thought 
we were talking about inventions, and I do not think anyone 
expects that he would turn in inventions of this sort for this 
work. 

Q. As I understand it, all of the research work is done 
by the portion of the Federal Telegraph Company located 
in Newark. A. That is all of the Federal Telegraph. 

Mr. Kern: All that is done for the Mackay Radio, you 
mean? 

By Mr. Kimball: 

Q. I understood you to say, Mr. Stone, that the transfer 
of practically all of the traffic controlled by the Commer¬ 
cial Cable to the Mackay Radio and Telegraph Corn- 

481 pany, and while not benefiting the Commercial Cable 
Company of course would, because of its relation to 

the family of I. T. & T., redound to the benefit of the family 
as a whole, is that correct? A. I think I said, if you will 
substitute Postal Telegraph and Cable Corporation for 
I. T. & T., I agree. 

Q. All right. Now, at the present time the Postal Tele¬ 
graph and Cable Corporation is in the hands of a receiver 
under 77-B, are they not? A. I would rather have my 
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counsel answer that. I don’t know what “in tjie hands” 
means. I think the corporation has petitioned tie Federal 
Court for reorganization under 77-B, and that temporary 
trustees have been appointed. 

Q. The duty of a trustee is, is it not, to repcjrt and ac¬ 
count for the receipts and revenues of the property en¬ 
trusted to his charge, separate and apart from the rest of 
the I. T. & T. family, is it not? A. I think that is calling 
for a legal conclusion on my part. 

Q. If the law does so require, until such tipie as the 
Postal Telegraph and Cable Corporation again becomes a 
part of the I. T. & T. family, the fact that you have taken 
substantially all of its traffic away from it— A. (Interrupt¬ 
ing) Whose traffic from whom? 

Q. The Commercial Cable traffic from it, won’t help the 
general picture, will it? A. If it brings back greater rev¬ 
enue to the over-all picture, I think it probably^ helps it a 
great deal. j 

Mr. Kern: The over-all picture of the Postal? 

482 The Witness: Certainly. That is all I am talking 
about. The I. T. & T. is not involved in this operat¬ 
ing problem at all. | 

By Mr. Kimball: | 

j 

Q. One hundred per cent of the stock, I believe, has been 
emphasized a number of times, wasn’t it, as being owned by 
the I. T. & T. ? A. I did not understand that that was an 
operating function,—ownership of shares of stock. 

Q. Did you ever understand that 100 per cent ownership 
of the stock might have considerable to do witl} the direc¬ 
tion of operation? A. Yes. j 

Q. You understood that? A. Yes, I understood that, but 
not under the trusteeship. ! 

Q. Assume that after the reorganization of the Postal 
Telegraph and Cable Corporation has been completed, and 
it should be decided that it would not remain a^ a part of 
the I. T. & T. family, would the continual taking away of 
practically all of the revenue of the Cemmercial Cable Com¬ 
pany help that picture very much so far as the Commer¬ 
cial Cable Company was concerned? A. I donlt see what 
bearing it would have on it. j 

Q. You don’t? A. No, sir. 
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r Q. As an operating man, Mr. Stone— A. (Interrupting) 
If the common stock of the Postal Corporation 
•483 passed from the I. T. & T. to other hands because 
of a hypothetical reorganization plan which I think 
was suggested in your question, I do not see what difference 
: there would be in the effects on the successor if the com¬ 
bined revenues of the Commercial Cable and Mackay were 
as we presently believe they will be, increased by virtue of 
this direct circuit to Norway. 

Q. Suppose as a result of this 77-B, the Commercial Com¬ 
pany is not. affiliated at all with the Mackay Radio and Tel¬ 
egraph Company, what then? 

Mr. Kern: Mr;Chairman, there is no evidence at all here 
that the Commercial Cable in any way is under process of 
reorganization, or the Mackay Radio either. The corpora¬ 
tion of which both of these companies are subsidiaries is 
the one that is under reorganization at the present time, 
and in the hypothetical question, the basis that the Com¬ 
mercial Cable and Mackay Radio are going to be separated 
or are going to have a reorganization themselves is bring¬ 
ing in something that is not in the picture at all. 

Mr. Kimball: I am willing to keep away from that line of 
questions further. 

By Mr. Kimball: 

Q. As an operating man, Mr. Stone, and confining your 
answer to Europe, with what point in Europe do you think 
most of the traffic from the United States to Europe and 
return flows ? A. I should say offhand, England and France. 

Q. England and France? A. Yes, sir. 

Q. What percentage of the total European traffic 
484 do you think is handled between New York and En¬ 
gland? A. I don’t know. I would rather have Mr. 
Goldhammer answer that. We are not in either one of 
those countries. That is to say, Mackay Radio is not, and 
I believe his testimony would be more helpful to you. 

Q. All right. You say France is the next important? 
A. I said England and France jointly in my opinion get 
the bulk of the traffic. I should imagine the larger amount 
went to England than to France, but I am only guessing 
and I should prefer to have Mr. Goldhammer reply. 

Q. With respect to Italy,—is that a substantial business 
with Italy? A. I think Mr. Goldhammer can give you those 
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proportions better than I can. We have no business with 
Italy. We have no circuit. j 

Q. Is there a substantial business with Spain ? A. I think 
my answer would be the same as with respect to Italy. 

Q. Is there a substantial business with Germany? A. I 
think there is substantial business, but Mr. Goldhammer 
can testify more accurately. 

• Q. Those are the five countries which I understand your 
testimony to be were countries with respect to ifwo of which 
because of existing conditions you would not make Mackay 
Radio and Telegraph Company > the direct route, and the 
other three of which you could not because of existing traffic 
agreements, is that not correct ? A. If you waht to substi¬ 
tute “normal” for “direct”, the answer would be 
485 yes. 

Q. I did mean that. A. Yes, sir. I 
Q. You will agree, will you not, Mr. Stone—j A. (Inter¬ 
rupting) The answer is yes immediately. The explanation 
of that qualification is that at the expiration of the con¬ 
tracts referred to in your question, or substantial change in 
the conditions also referred to in your question, it could 
well be as I testified earlier, that the Mackay feadio routes 
if and when established to those countries might be desig¬ 
nated as the normal routes for the Mackay system. 

Q. Without knowledge of the exact percentages of busi¬ 
ness involved in those five countries, will yoji agree that 
they represent a substantial and a very substantial portion 
of the available European business at the present time ? A. 
Yes, sir. 

Q. So that you are evidencing a desire with respect to a 
relatively small amount of traffic to first get this application 
to Norway approved, and then follow that with subsequent 
applications to these other points so as to participate and 
make as a normal route, your route with respect to a very 
minor portion of the European * traffic involved, is that 
right? A. This application is up first because this is the 
first of the six countries 1 in question that we have been able 
to conclude a traffic agreement with. The fact that it pre¬ 
cedes the expansion if at all available to us to the other 
countries, is due solely to that: reason and not for any other 
reason intimated in your question. 
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486 Q. What experience have you had in negotiating 

contracts either in person or by correspondence, with 

foreign administrations? A. I am not very skilled at it. 
Very little. 

Q. Are these countries as a rule zealous as to the con¬ 
cessions one obtains as compared with another from Amer¬ 
ican communication companies? A. Frankly, that specific 
factor that you mention, I have not encountered in attempt¬ 
ing to negotiate in or directing the negotiations for any 
radio telegraph agreement. 

Q. You are enough of a realist to know, are you not, 
Mr. Stone, that once you conclude this traffic agreement 
with Norway, that all of the administrations of Europe will 
know it and know the terms of the agreement that you have 
signed? You know that, do you not? A. Yes. I don’t know 
what good it would do though, with the exception of a few 
places where the contracts of the R. C. A. are not preferen¬ 
tial, such as Germany. 

Q. We will try and confine this to Mackav Radio and Tel¬ 
egraph Company, Mr. Stone. It is true, is it not, that once 
this traffic agreement is entered into and signed, and the 
knowledge of it comes to the attention of the other adminis¬ 
trations in Europe with which you want to do business, it 
will never be possible for you to make an arrangement with 
such a foreign administration more strict in its terms than 
the one that you have entered into with Norway? A. I 
would not say that. 

i Q. Hasn’t that been your experience? A. I don’t 

487 know what you mean by “ strict”. 

Q. I mean to say that you can not get any better 
terms in establishing a circuit to any other European coun¬ 
try with any other European Government than the terms 
which vou are willing to extend to Norwav. A. The R. C. A. 
contracts do not appear to be uniform, according to their 
own statements. I don’t know why we should expect that 
ours should be all uniform, regardless of whether it is more 
strict, more favorable or otherwise. One has to meet the 
practicalities of given situations. WTien there are existing 
contracts controlling a situation, the form of an agreement 
that we might be able to conclude may be very different in 
one case as against another. 
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Q. Do you believe that you will ever be able to 

488 conclude an agreement with any administration in 

Europe whereby you will be able to make such a con¬ 
tract without giving them 50 per cent of the rate in both 
directions ? A. I don ’t know of any reason in the world why 
a radio administration or company working with another 
one should not operate on a basis where with! the traffic 
evenly balanced in each direction, to one class Or category 
of message, the revenues should not be set on a 50-50 basis, 
other than those complications that may arise that are due 
to the presence of an unstable international currency situa¬ 
tion. | 

Q. You stated with a great deal of enthusiasm that you 
would love to open a radio circuit with England, did you 
not? A. I did. 

Q. There is a substantial amount of business with En¬ 
gland handled, is it not, by the Commercial Cable Com¬ 
pany? A. Yes, sir, that is my understanding, j 

Q. What pay-outs do Commercial Cable Cohipany have 
to make in connection with the English traffic? A. I would 
rather have Mr. Goldhammer tell you that. j 

Q. They do not pay anything out. Will you accept my 
statement for that ? A. I have great respect for your knowl¬ 
edge. ! 

Q. Assuming that you were to contract with the British 
Post Office and by that contract, so far as the split of the 
rate is concerned, as far as the evidence of tfiis contract 
with Norway and which you think is perfectly proper 

489 to do, you agree to split the radio rate 50-50 with the 
British Post Office, what beneficial effect do you think 

that has upon the Commercial Cable Company, a member 
of your system ? A. May I have the question r^ad ? 

(The question is repeated.) 

The Witness: I do not think it has any effect. 

By Mr. Kimball: j 

Q. You do not think it has any effect one way or the other? 
A. No, sir. 

Q. You do not think that such business as yofi would take 
away from the Commercial Cable Company to pngland and ’ 
give up 50 per cent of the rate to England, does pot have any 
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bad effect upon the Commercial Cable Company? A. That 
was not in your first question. On your second question, any 
business taken from our competitors is lost business to those 
competitors, whether it be Commercial Cables with which 
we are commonly owned, or Western Union, and R. C. A., 
with which there is no financial linkage. 

Q. I am a little bit interested in this proposed arrange¬ 
ment with England— A. (Interrupting) Of course, I 
might say that I cannot conceive of any agreement with the 
>British Post Office, because my understanding of the terms 
of the British merger is that those telegraph functions have 
largely been turned over to the Cable & Wireless Merger. 

Q. Whatever the governing authority is, with whom you 
would have to make your contract. A. You mean who- 
490 ever the operating agency is ? 

Q. Yes. I am a little bit interested in this English 
proposition of yours which you are so anxious to conclude. 
Would you expect the English agency to insert in an ar¬ 
rangement if you were successful in making one, a similar 
provision for making up out of unrouted traffic a percentage 
so as to equal at least what you had sent over to England 
via your company? A. I have not any idea. 

’ Q. If they did, have you an idea where such traffic would 
come from, in the light of the present traffic existing between 
the two countries? A. Yes, it would be business if unrouted 
westward, business from England which would be picked 
up from British Post Offices without indication of a route, 
and it would be business filed with the only radio operating 
agency in England, Cables & Wireless. That would be un¬ 
routed radio traffic, and the British Post Office pick-up traffic 
would be unrouted telegraphic traffic. 

Q. Do you have any idea of the amount of traffic in En¬ 
gland destined to the United States that is picked up by the 
British Post Office? A. Not a large amount. There is quite 
a substantial amount filed with the radio agency in En¬ 
gland, Cables & Wireless, which for the purpose of your 
question is unrouted traffic. 

> Q. As a matter of fact, you are familiar with the fact, are 
you not, that the Western Union has quite an extensive 
leased wire system in England whereby it maintains 
'491 its own offices at pivotal points and picks up its own 
messages and sends them to the United States ? A. I 
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understand that it and Commercial Cable- Have;- that 

I 

arrangement now. j 

Q. And would you think it too much to say that 95 per cent 
of the business originated in England i originates at the 
offices of those two companies and is routed therefore via;, 
each company? A. The business that you carry, I think, 
your percentage is probably right. I don’t know that the 
R. C. A. is only carrying 5 per cent of the westw4rd traffic. 
Q. I am talking about cable business. A. Cabli business 

only ? | 

Q. Yes; that is right. A. All right, sir. I thought you. 

were talking of westward traffic. j 

The Chairman: We will take a recess now for 10 minutes.. 

I 

(After the short recess, the hearing is resumed.) 
Cross-examination (Continued). j 

I 

By Mr. Kimball: j 

Q. Mr. Stone, I think from your former testijnony, the 
conclusion might be drawn that you believe that the grantr 
ing of this application will result in the development of new' 
business. You do not intend to create that impression, do 
you ? A. I think there will be new business in part from the 
new circuit and in part from what I think is the Hope of all * 
communication companies, a pick-up in international trade, 
which will bring increased telegraph business in the 

492 international field. | 

Q. Pick up in the trade or business would account 
for an increase in business, would it not, irrespective of the 
fact of whether this application of yours was granted or. 
not? A. Yes, but I think that the providing of an Additional 
direct circuit would have tho effect in making ipore rapid 
communication available to the people of both countries, 
and perhaps developing some additional business.! I will be ? 
frank to say that that amount would be a small proportion, 
of the amount that we would expect to carry. P?here are 
other factors why I think this is desirable, but specifically 
to that question, that is my point of view. | 

493 Q. As I understand it, Mr. Stone, if this application • 
is granted the rate that you will make applicable to. 

this traffic is the same as that in effect by all qther com¬ 
panies, is it not? A. That is the way we will open, certainly. 

i 

i 

I 

I 
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Q. Have you any plans different from that after you 
open? A. No, sir; no plans. 

Q. If that is so and there is available to the people of 
Norway and of the United States a direct radio circuit now, 
which as I understand you is the acme of fast transmis¬ 
sion— A. Whom did you quote? 

Q. I said, which, as I understand you, is the acme of per¬ 
fection and speed. A. Our Mackav operation is all I went 
on record on. 

Q. The people of both countries have that speedy means 
of transmission at the present time? A. They have one cir¬ 
cuit, but we have still in the Mackay System a great many 
customers who prefer to entrust their messages to Mackay 
System handling, as was brought out here yesterday in 
showing the disparity in relationship between our eastward 
and westward business. 

Q. Do you mean by that then if this application to Norway 
is granted that there are people both in Norway and the 
United States that are so disgusted with the R. C. A. and 
the cable routes that they do their business now by the long¬ 
distance telephone or by mail; but the minute you get in with 
a circuit in there they will develop new business and 
494 give the business to you; is that what you are trying 
to say? A. No. I am sorry that is not what I am 
trying to say. 

Q. WTiat is it you are trying to say with respect to the 
fact— A. Well, I am saying— 

Q. Wait a minute—with respect to the fact that the grant¬ 
ing of this application is developing new business? A. You 
separated my last answer. 

Q. I don’t think so. I am trying to find out what is in 
your mind that will create new business if this application 
is granted. A. Well, I do not like general formulae, and I 
do not like axioms in the telegraph business, but so long as 
we are still in the states of developing an art, and I assure 
you that is the case in radio, and I am not the only radio 
man who makes such statements, the faster the service the 
more facility there is for the handling of communications; 
the more will be engendered a certain amount of new busi¬ 
ness. I have told you that I do not think it will be a large 
percentage of the business we will carry. 
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Q. You will agree, will you not, Mr. Stone, fhat at the 
present time there is a certain defined class of fast trans¬ 
mission users between the United States and Norway which 
at the present time are using R. C. A. or the cable Icompanies 
and their connections? That is true, is it not? A. Yes, but 
it is equally true that a large number who file with 

495 the Mackay System would unquestionably like to 
have the fast service of a direct radio route, and who 

for many reasons—and we find this in the competitive tele¬ 
graph business—may have failed to file with R. jC. A. 

Q. That is very true, but at the present time those very 
same people are transmission users of the facilities that at 
present exist, are they not? A. Those who fil£ with the 
cables are obviously not using the fast service of the R. C. A. 
The fact that they are filing with the Mackay System, in my 
opinion, indicates that when the Mackay System ljias a radio 
service there will be an increasing number now using West¬ 
ern Union cables who will be filing via the Mackay Radio. 

Q. I think that is probable, but that is not ney business. 
A. No, that is not new business, but that is why: there is a 
public interest to those people now filing via cable routes 
of making available to them an additional radio route. 

Q. What class of people other than the steady users of 
the communication facilities that are available how will be 
attracted to the use of fast communication becajuse of the 
existence or granting of this application? A. I know of no 
new class of users as such who will be attracted! by it, but 
I expect a somewhat greater use, and in this respect I can 
only quote people like your own chief, with far longer ex¬ 
perience than I, who feel that as better service is made avail¬ 
able, and under the present situation better servide would be 
made available in this application of ours, that where 

496 such facilities are provided there is a certain growth 

of telegraphic business. j 

Q. Your answer comes to this, does it not, that by the 
establishment of this circuit you would certainly hope and 
expect to get a more favorable division to Mackay Radio & 
Telegraph Company of the existing telegraph communica¬ 
tion business than you now get? A. We would tjope to get 
a more favorable division for the Mackay System by re¬ 
gaining many of the customers who are now sending by the 
direct radio route and who, by the very patronage of that 

i 

i 
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direct radio route, indicate the public interest in the estab¬ 
lishment of direct radio routes. 

Q. All right ; that is all now for that, Mr. Stone. Now, I 
would like to discuss with you for a minute the existence of 
or the absence of sucker-like qualities in connection with the 
Western Union Telegraph. I believe you testified here 
yesterday or the day before that the Western Union Tele¬ 
graph Company would be suckers if, on traffic on which 
there was a substantial pay, they did not turn that traffic 
over 100 per cent to the Radio Corporation of America so 
that the loss which the Western Union might entail would 
be transferred bodily to the R. C. A. That is a correct 
statement of what you said, is it not 4 ? A. That is a fair 
summary, although I do not know it is exactly in that line. 
And of course, I had reference to un routed traffic, traffic 
that was not specifically directed to be sent via cable, be¬ 
cause for any reason the customer so desired that routing. 

Q. You saw here this morning, did you not, the re- 

497 turn of the Western Union Telegraph Company so 
far as the traffic it handled to and from Norway is 

concerned for the 10-month period concerning which the 
Commission’s questions were directed? A. Yes, sir. 

Q. Included in that was a substantial amount of wordage ? 
A. Very substantial. 

Q. Was there not? A. Yes, sir. 

Q. That was handled east and west to Norway? A. Yes, 
sir. 

Q. So that, so far as Norway is concerned, Western Union 
is probably the sucker because it took and transmitted these 
words back and forth from Norway and not turn it over to 
R. C. A. ? A. In the easterly direction, if I must assume that 
there was no specifically routed traffic via cable, I can only 
assume that you comply with your obligation to R. C. A. 
by diverting traffic to other points where you save more 
than you would to Norway. So I still refuse to reverse my 
opinion that you do not take advantage of the situation. 

Q. Would you believe me if I told you we did not divert 
100 per cent traffic to R. C. A. for any destination whatso¬ 
ever? A. Of course I would, Mr. Kimball. 

Q. Well, that is the fact. A. And I do not doubt you have 
a very good sound business reason for not doing it. 

498 I won’t reverse my opinion about my respect for your 
business ability, and your associates. 
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Q. You think we are still suckers? A. I certainly do not, 
and never have. 

Q. Now, the effect of granting this application by this 
Commission, measured by the revenue results of the first 10 
months of this year, and assuming that the same ratio will 
obtain for next year, will be the diversion of aboiit $22,000 
worth of business from the Commercial Cables to! the Mac- 
kay Radio & Telegraph Company radio circuits, would it 
not? 

. _ i 

The Witness: Will you read that question, please? 

(The pending question was read as above recorded.) 

A. If those are the figures that have already been put in 
testimony that would be one of the effects, but oiily one of 
the effects, of the granting of this application. Thfere would 
be additional business secured, as the testimony t think is 
quite clear. j 

Q. I was more interested in this question of the effect on 
the business of the Commercial Cable Company. A. Only on 
the present business now handled to Norway. 

Q. That is right. Now, Mr. Stone, if this application were 
granted, do you have any fear that the situation mtght arise 
whereby you would be approached by the Norway Admin¬ 
istration by saying, either truthfully or untruthfully, that * 
the R. C. A. would do better with them than you jwere obli¬ 
gated to do, and that unless you met their terms they 
499 would give their business to the R. C. A. and then 
you would be compelled in ever increasing endeavors 
to chisel and meet the things which the Norway Administra¬ 
tion was told the R. C. A. was willing to do for them? A. I 
would be completely unwilling to believe, from the contacts 
that we have, that anybody representing the Norwegian 
Government would make an untruthful remark oil resort to 


any such tactics as are indicated in your question, 


Mr. Kim¬ 


ball. 


Q. You never have encountered that experience in any 
part of the telegraph field, have you ? A. I thought you were 
talking about foreign administrations, not the domestic sit¬ 
uation. 

Q. That is all right. Now, I am talking about the domes¬ 
tic situation. A. What may have been done in the domestic 
situation I hope we will not have to repeat here in this hear¬ 
ing. 


i 

i 
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Q. I am not asking you to repeat it, but I am asking you 
if that is a possibility, as evidenced by what has happened 
in the telegraph field. That has happened in the telegraph 
field, has it not ? A. A great many things have happened in 
the domestic telegraph situation that, thank Heaven, have 
not yet hit us in the foreign. 

Q. People are human, are they not, and they are trying to 
get the best that they can for themselves? A. People are 
also honorable and do not resort to untruthful statements. 

Q. How do you account for the situation in the do- 

500 mestic field then ? A. There is a combination of both 
in this world. 

Q. Don’t you think, however, Mr. Stone, seriously speak¬ 
ing, that with two American companies dealing with a for¬ 
eign administration the inducement, the opportunity, and 
the tendency is there for said foreign administration to play 
one American company against the other for the purpose of 
the greater benefit to the foreign administration? A. The 
opportunity is there. There are opportunities for many 
things in life. The tendency may be there at times. I don’t 
mind saying that we were asked once by a foreign adminis¬ 
tration in a traffic agreement to make a division of tolls with 
them, where, on the basis of the traffic being evenly divided, 
the foreign administration, then having an agreement with 
the R. C. A., would receive a larger percentage than 50 per 
cent of the radio proportion, and we refused to do it, and at 
the same time w’e will have concluded shortly an agreement 
with that administration. 

That is what I had reference to yesterday when I spoke 
of people having certain honorable and upright qualifica¬ 
tions, and we still find them in the telegraph business. At 
any rate, we refused to meet them and we have concluded 
an agreement. So trading does not have to go on always 
on that basis. 

Q. Now, Mr. Stone, I am going to ask you a question, and 
I hope I will get some light. I realize I may get some heat. 

! Is it a fact that the policy of the Mackay Radio & 

501 Telegraph Company and other constituent elements 
of the International Telegraph & Telephone System 

has been to let somebody else do the pioneer work, establish 
circuits and business at given points, and after that business 
has been established so that it gives sign of a profitable char- 
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acter, that the Mackay Radio & Telegraph Company at that 
time, for the first time, evinces an interest to get a propor¬ 
tion and a share of that traffic ? A. Mr. Kimball, I can take 
a question like that from you without heat, whiph is per¬ 
haps nice for both of us, but that is not only not qur policy, 
but there is plenty of evidence to the contrary. First, the 
establishment by us or our predecessor, the same Continuity, 
of transoceanic service to Hawaii; second, our jestablish¬ 
ment and pioneering in the domestic radio communication 
field; third, our establishment of direct circuits and pioneer¬ 
ing in that respect to certain countries in Europe, and 
fourth, we would have been to other countries i and been 
applicants had the law then required us so to b|e, for ap¬ 
proval to communicate to Norway and other countries if 
we had not been closed out. I do not want to get into a 
heated argument, but that is the answer. 

Q. How do you account for the fact that the application 
which you are making here, the applications which you say 
that you hope to make, only relate to those countries in 
which the traffic has been developed to a point whejre you be¬ 
lieve it would make it worth your while to get into those 
countries? A. Those are the only governments that have 
radio stations for communications. j 

502 Q. I listened very patiently to a list of the places 
where you said you would be anxious to gef in— A. 
Immediately. | 

Q. Yes. A. Immediately, yes. j 

Q. A. number of the places that were mentioned^ the R. C. 
A., as I understand it, already have facilities. That is 
right. . | 

Q. The traffic is very small, and I was wondering what the 
reason was that you did not want to go there if it was not 
the very fact that you do not think the traffic there would 
warrant you in going. A. Oh, I do not think the traffic at 
all points that we have indicated a desire to go in the pro¬ 
tection of our communication system is large, apd one has 
to have regard too, Mr. Kimball, as Mr. Wozencrgft’s ques¬ 
tions of yesterday brought out, to our financial situation. 
As I said yesterday, this year we are not required ito borrow 
any money to finance Mackay Radio, despite thd fact that 
we will be plowing in a few hundred thousand dollars more 
into our capital investment, and the program for; this year 
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actually contemplates, and I am sure will be realized, that 
we shall have approximately a hundred thousand dollars 
more cash at the end of the year than we have at the be¬ 
ginning. We have to crawl before we run, and if all of the 
countries that we should like ultimately to go to were avail¬ 
able to us now that would still be true. I hope that that 
will throw some light in response to your question. 

503 Mr. Kimball: I believe that is all I have. 

The Chairman: Any questions from the Commis¬ 
sion? 

Mr. Kennedy: Yes. 

Cross-examination 
By Mr. Kennedy: 

Q. Mr. Stone, is Mr. Phelan attending this hearing? A. I 
don’t think he is, Mr. Kennedy. 

Q. What is his position with the Commercial Cable Com¬ 
pany? A. Without being facetious and subject to the ques¬ 
tion of whether he has had to tender any resignations re¬ 
cently because of the Commission’s decisions, he was last 
year and may still be, I don’t know, the vice president of the 
All America Cables, and the vice president of the Commer¬ 
cial Cables. 

Q. Is Mr. Samuel G. Ordway here? A. Yes, he is. He is 
in the room. 

Q. After the filing of your applications for communica¬ 
tion with Norway, did you submit, supplementing those ap¬ 
plications these letters and affidavits? A. Yes, Mr. Ken¬ 
nedy; all except those by Mr. Ordway and Mr. Phelan. I 
submitted those in the first group. 

Q. You sent the other two also, did you not, to the Com¬ 
mission? A. That may have accompanied them, and I be¬ 
lieve did accompany my letter of transmittal. 

Q. You can identify the signatures of those, can you not, 
of Mr. Ordway? A. Yes, and of Mr. Phelan. Yes, I already 
saw it, Mr. Kennedy. 

504 Mr. Kennedy: Mr. Chairman, the Commission of¬ 
fers the following letters and affidavits as Commis¬ 
sion ’s Exhibit 3: 

Letter of Ellery W. Stone of date August 7,1935; affidavit 
of Ellery W. Stone of date August 7, 1935; affidavit of El¬ 
lery W. Stone dated September 3, 1935; affidavit of Ellery 
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W. Stone dated September 27, 1935; letter of Ellery W. 
Stone, dated September 28, 1935; affidavit of $amuel G. 
Ordway, secretary of International Telephone and Tele¬ 
graph Corporation, dated September 27, 1935, and affidavit 
of Frank W. Phelan, vice president of the Commercial Cable 
Company, dated September 28, 1935, all as Commission’s 
Exhibit 3. ! 

The Chairman: It will be received. 

(The letters and affidavits referred to were received in 
evidence and marked, “Commission’s Exhibit No. 3, Dockets 
Nos. 3336, 3337 and 3338,” and are filed with the transcript 
in possession of the Commission.) 

By Mr. Kennedy: ! 

Q. Mr. Stone, in the responses of Mackay Radip and Tele¬ 
graph Company in the Commission questionnaire which 
has already been introduced by your counsel,—have you a 
copy before you? A. Yes sir. 

Q. On the first page your answer 1-II-C, as to manual re¬ 
laying at Copenhagen for messages sent from New York to 
Oslo via Copenhagen, will you explain if you know, please, 
the normal delay caused by such manual relay ? A. 
505 I would not know accurately, Mr. Kennedy. I think 
we had some advice from the chief of the radio sec¬ 
tion at Copenhagen that his room drag or operating room 
delay was not excessive. I know he has a teleprinter cir¬ 
cuit from Copenhagen to Oslo, based on information given 
by him. I should say it was about the same order of magni¬ 
tude as generally occurred in a manual relay, perhaps of the 
order of five minutes. 

i 

Q. Are the messages transmitted from Copenhagen by 
radio or by cable or by land wire? A. By land wire nor¬ 
mally, although in the event of failure of that—and when I 
say land wire I mean the teleprinter circuit I havje referred 
to—in the event of failure of that circuit, I think they cut 
in on a reperforator on a cable route out from Fredericia 
into Oslo, but it is not my understanding that the Danish 
administration has to resort to that alternative routing 
very frequently. j 

Q. In your opinion which route can give the fastest service 
to Oslo from New York, your present Mackay j route via 
Copenhagen or the cable route via London? A. Of course, 
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you are making it a little tough for some of the canvassers, 
Mr. Kennedy, and I appreciate that that was never in your 
mind; hut I should think the radio route would be faster, 
the radio route via Copenhagen. 

Q. Because of the difference in delay in the manual relay 
at Copenhagen and the difference in a manual relay at 
London? A. Yes. I am not very familiar with the 

506 situation at London, and it may be that the speed 
of service is about the same. Mr. Goldhammer can 

testify how they handle relay traffic at London for the Scan¬ 
dinavian countries. I would say this, that the transit route 
via Copenhagen is not slower normally than the cable route, 
but there may be times when it is. 

Q. Has your company ever had any complaints from the 
public as to the slowness of the service between New York 
and Oslo by the Copenhagen route? A. No; because I think 
I testified earlier if a delay ensues on the link from New 
York to Oslo we take steps to prevent that by diversion. 
Now, if there is delay beyond Copenhagen to Oslo, which, 
first, would not be known to us and means of controlling it 
would not be under our control, we have not received any 
specific complaints. But that of course in a large measure 
can be understood, because we aiie handling relatively speak¬ 
ing very little traffic. By that I mean there might be one or 
two complaints and the amount of traffic is so small rela¬ 
tively speaking that the number of complaints necessarily 
would be small. 

The Chairman: Before you get too far away from an 
earlier answer, Mr. Stone, I am a little bit puzzled with ref¬ 
erence to your land wire from Copenhagen to Oslo. 

The Witness: They call it a teleprinter circuit. I don’t 

know what the route is. We were so advised bv the Danes. 

* 

Perhaps we misunderstood his reference to a teleprinter 
circuit and thought in terms of the domestic opera- 

507 tion in this country. 

By Mr. Kennedy: 

Q. What prompted the question, Mr. Stone, in your first 
answer to the first question in the questinnaire you used the 
term “land line or cable.’’ A. Yes sir; I can see that, and 
it is perhaps due to misunderstanding on the part of the par¬ 
ties who received the message and assisted me in preparing 
this. 
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Q. On page 2 of the questionnaire, where you l^reak down 
the division of tolls on the Copenhagen route, w}ll you turn 
to that, please? A. Yes sir. j 

Q. First there you give about 4 cents in zone %, U. S. A. 
Yes sir. j 

Q. The next item is Danish transit .0266. A. Ybs sir. 

Q. What is meant by “Danish transit 7 ’ there? j A. That is 
transit tax. 

Q. That is a tax and not a line? A. Well, we chll it tax in 
the telegraph business, but it is an amount collected for a 
service performed. The terminal tax in Europe means the 
charge for handling the message within the couptry of des¬ 
tination. It is called a tax. It is not a tax as we know it in 
this country. A transit is for handling a message through 
the country. As I think I testified Monday or Tuesday, we 
call the equivalent of one or the other our zone charges for 
forwarding in this country beyond New York. 

The Chairman: I think perhaps the pse of that 
508 term “tax” is due to a too literal and none too accu- 

l 

rate translation of the French expression. 

The Witness: Well, if I had any job to do with it, it would 
be inaccurate, I can assure you. 

By Mr. Kennedy: j 

Q. That is a part of the toll then that goes foij the trans¬ 
mission of the communication across the country of Den¬ 
mark; is that right? A. Yes sir, that is right. 

Q. Now the next item beyond Denmark, what does that 
consist of? A. Represents the similar charge for the same 
type of service performed in Norway and the Connecting 
cable. I don’t know where the tax is divided oh the joint 
ownership of the cable, but the two together carry the mes¬ 
sage from Copenhagen to Oslo or from Copenhagen to any 
point, I should say, in Norway for which destined. 

Q. Now, on the third page of the answer— A. Yes, Mr. 

Kennedv. j 

* • 

Q. —to question 2-II-1, you speak of the figures you gave 
in the attached exhibit being made from the present un¬ 
routed traffic of the Commercial Cable Company .j How did 
you secure the unrouted traffic of the Commercial Cable 
Company? A. The figures? 

Q. Yes sir. A. From the Commercial Cable people. 
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Q. Was that an estimate or is it based on—A. In 

509 the case of the eastward traffic it was the actual fig¬ 
ures, as I understand, added to our actual figures ex¬ 
tended forward on a ten months basis. In the case of the 
westward it was indicated here on the basis of what we felt 
would be to the working of the formula contained in the 
agreement itself, and we had no reason to question the 
Western Union figures in its answer of three westward for 
every four eastward, due to the particular situation that ob¬ 
tains in trade, finance, and so on, between Norway and the 
United States. Hence we based our westward figures on 
that ratio. 

Q. I thought that must have been an estimated figure for 
unrouted traffic, for the reason that the Commercial Cable 
answered it had no record of the division as to the routed 
and unrouted right there. A. Well, we are dealing with a 
term. “Unrouted” with one company may be considered 
routed with another. Any message filed with the Commer¬ 
cial Cable is unrouted so far as the Commercial Cable is 
concerned. So far as Mackay is concerned, we consider 
that routed; that is, routed on a Commercial Cable blank. 

I am afraid that I am not clear and that I have misunder¬ 
stood your question also. Could you ask me that question 
again ? I seem not to have understood it. 

Q. The answer which you gave in answer 2-II-1 on page 3 
is this: 

“In the eastward direction the present Mackay Radio 
traffic to Norway and the present unrouted traffic of the 
Commercial Cable Company to Norway, and in the 

510 westward direction the amount which it is estimated 
will be received pursuant to the terms of the traffic 

agreement . 9 9 

I was asking how you obtained the figures on the unrouted 
traffic of the Commercial Cable Company, in view of its 
answer to a similar question that it had no records as to its 
routed and unrouted traffic. A. I can see now. We assumed 
all of the Commercial Cable traffic as unrouted, and the rea¬ 
son for the assumption is that, since at present the only 
route available to Commercial Cable is its cable route, there 
is no particular reason why a sender via the Commercial 
Cable system today should designate “via Fil” or “via 
cable only,” as distinguished from merely filing it under 
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the Commercial Cable blank. We therefore assume that all 
traffic now bandied is unrouted. Whether, after the open¬ 
ing of the circuit, a sender will designate the Commercial 
Cable route specifically, the equivalent of the via Fil in 
Europe, we are unable of course now to determine. 

Q. In Mackay Exhibit 1 which has been introduced for 
identification the second letter attached— A. What was 
that, may I ask ? j 

Q. It is the letter that you had attached to the contract. 
A. Oh, yes. 

Q. Of November 14th. That letter was written since the 
application was filed and since these other letters and affi¬ 
davits were submitted. That has not been heretofore sub¬ 
mitted to the Commission, has it, Mr. Stone? A. No. I 
think that was covered in my opening statement, 
511 rather the testimony which I read, in which I there 
submitted it. That letter specifically, though, had not 
previously been brought to the attention of the Commission. 

Mr. Kern: This letter had not been received at the time 
that was filed. This is dated November 14,1935. When we 
submitted our previous data it was long before November 
14, and when Mr. Buttner came over we took all these and 
we are going to put him on the stand to explain that a little 
later. j 

Mr. Kennedy: I see. 

Mr. Kern: But it could not have been submitted, because 
we had not received it, you see, when the letters were sub¬ 
mitted. 

By Mr. Kennedy: j 

I 

I 

Q. This letter was not signed by you, was it, Mr. Stone ? 
A. No sir. Mr. Buttner negotiated in behalf of Mackay 
Radio this agreement. 

Q. I take it that this letter is intended to staije an under¬ 
standing as to paragraph 5 of the traffic agreement from 
the view of traffic at the Norway end of the circuit, while 
the other letter of June 14 considered the same paragraph 
of the traffic agreement from the United State$ end of the 
circuit ? A. That is correct. The later letter wias intended 
to clarify the matter of making the direct radib circuit the 
normal route for the Mackay System, and the later letter 
was intended to cover the westerly direction, and the 

i 

i 

i 

i 

i 
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512 earlier one, as you have indicated, covered traffic in 
the easterly direction. 

Q. In this letter of November 14, it is stated that this cir¬ 
cuit in question “will be the normal route for all traffic from 
Norway to the United States directed via our system com¬ 
panies in the United States.’’ Explain what you mean by 
that, please sir, if you know. If you would rather Mr. Butt- 
ner would, I will wait. A. I think he can give you more de¬ 
tail. My understanding is that, and that via cial or via com¬ 
mercial message filed in Norway—and the two vias that I 
have just given are the normal vias or routings for the 
Commercial Cable System in Europe—would be handled 
over the direct radio circuit. 

Q. Even if a message is routed by a sender via Com¬ 
mercial Cable? A. That is my understanding. The via cial, 
which means specifically the mechanics of cable or wire 
handling, would be used when the customer wanted it to be 
sent via the Commercial Cable System as such. 

The point was, as I understand, merely to insure that we 
were working together to make the radio circuit the normal 
route. 

Q. And the second paragraph in that letter—“however, 
it is clearly understood that we should instruct our agents 
or representatives”—are you speaking of Mackay agents? 
A. System agents. They would be working for Mackay. 

Q. —“not to canvass for traffic routed via cial, as 

513 it is true that such procedure would be to the detri¬ 
ment of our mutual enterprise.” A. Yes. That is, 

we would not urge the customer to patronize the route which 
would be competitive with the radio route, which, as is the 
case in most of these circuits, the parties cooperate to make 
effective. 

Q. I believe you have testified, Mr. Stone, if I understand 
it correctly, that the normal routing for messages is deter¬ 
mined by an agreement between the officials of the inter¬ 
ested companies of the International System. Is that true ? 
A. That is correct. It is not a formal agreement; vre may 
change it, but that is the way the decision would be made. 

Q. As you say, you may change it. The normal routing 
then may be changed at any time between the same officials 
of the same companies ? A. If there were not a contractual 
situation, as in this instance, which has definitely desig- 
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nated the radio circuit. I was thinking in tie broadest 
terms. 

Q. Yes sir. What is the normal routing for messages now 
from South American countries to New York? A. A.A.C. 

Q. Why has not the Mackay circuit been made a normal 
routing there, as you expect to do in this trhns-Atlantic 
service? A. Well, I endeavored Monday or Tuesday to ex¬ 
plain the reason, and that was that cable circuits are fast. 
They are, like our radio circuits, all under compion owner¬ 
ship, and we are not working via radijo to South 

514 America with agencies that control the out-going 
telegraph business from those countries. We are 

working with our own system companies in Competition 
with others, and there are, therefore, not the same factors 
surrounding the operation of our circuits, the same competi¬ 
tive factors surrounding the working of our circuits to 
South America, that obtain in working overseas to radio 
administrations that are controlled by the governments of 
those countries. 

Mr. Kern: This question was as to traffic from South 
America first? 

_ I 

The Witness: Oh, I am sorry. I thought this was to 
South America. 

| 

By Mr. Kennedy: j 

Q. I meant from South America. I may not have made 
it clear. A. As to traffic from South America, we have no 
common pick-up and delivery agency for our cable and radio 
routes as we have in the medium of Postal Telegraph in 
this country. Therefore, messages are filed with the car¬ 
rier in question, generally speaking and the carrier that re¬ 
ceives the message handles it as a general rule. Sometimes 
the radio may be used in the case of a cable being broken 
down, in which case there is a transfer. 

Q. Mackay has, I should say, some domestic points of 
communication in the United States in competition with 
Postal, has it not? A. Yes sir. 

Q. Who determines the normal routing pf messages 

515 in those cases ? A. There is no normal refute in those 
cases. If a message is filed via Mackay it is handled 

via Mackay. If it is filed Postal it is handled Postal, and 
that is all the more true because of the different rate sched- 


i 
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ules. If, due to breakdown in Postal, it is handled via Mac¬ 
kay, there has to be an accounting adjustment between the 
carriers. 

Q. Why is it that on the telegraph blanks of the various 
companies in the I. T. & T. system or the International Sys¬ 
tem, Mackay seems to be the only one with the 4 4 via Mackay 
Radio’ ’ printed on it, if that is true ? A. I have some here 
(examining blanks). That is possibly because of use as a 
routing instruction for the Postal counter clerk, particu¬ 
larly in a branch office situation as in New York. The mes¬ 
sage is filed uptown at a Postal branch on a Mackay blank, 
and if an operator received it on this green blank and 
merely transmitted the text without something to flag the 
operator that there should be a Mackay routing put in the 
preamble, it would not reach us in our operating room in 
downtown New York. You see, in our other blanks, Com¬ 
mercial Cables and All America, merely the address in the 
text of the message will indicate to what route or to what 
carrier Postal is to turn it over; but if in our domestic 
service, or even in our overseas services, where we are com¬ 
petitive with our own cable routes, we should merely rely 
on the address in the message, it would not necessarily in¬ 
sure that—in fact, it would be very doubtful that Mackay 
necessarily would receive the message. 

516 Q. In all cases where a message is written on a 
Mackay blank it goes Mackay because of that 44 via” 
on there, does it not? A. Not only because of the via. If it 
were filed and tubed to us, the via there would not have 
been necessary. If it is transmitted over connecting printer 
or tie-line Morse circuit, I assume that that is the reason 
for the via Mackay there. Frankly, I had not observed 
that, and I am drawing a conclusion which I think is prob¬ 
ably the reason. 

Q. On the back of the Mackay blank, wffiich is a part of 
the contract, the paragraph No. 2 reads that, 4 4 The company 
is hereby made the agent of the sender without liability to 
forward this message over the lines of any other company 
when necessary to reach its destination. ’ ’ A. Yes sir. 

Q. Would that not indicate then that when a message is 
filed 44 via Mackay ,’ 9 when it is filed on one of these blanks 
with this printed on there, Mackay is obligated to send that 
message over its own lines unless it is necessary to send it 
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over the lines of any other carrier to reach its destination? 
A. That is correct. I 


Q. Why isn’t that true of the blanks of the All America 
and the Commercial Cables ? A. Of course, the International 
services, A. A. C. and the Commercial do not haye a domes¬ 
tic service, and while they have a clause specifically giving 
them the choice of the route, apparently tfie need for 
517 the language shown here is because of the fact that 
this language is perhaps more usual in the domestic 


service. 

Mr. Kern: If I make an observation there, I thiiik it might 
help clarify it. A number of years ago the firpi of Root, 
Clark, Buckner & Howland raised the question as jto whether, 
if a message filed by cable went by radio, it might involve 
the cable company in serious damages, if it Were trans¬ 
ferred to the radio company. There was a provision made 
for each company at the same time on the blanks^ 

But his point now is that there was a clause put in there, 
“or by any other means of communication.” Then they 
feared that the words “when necessary” when used would 
require proof of the necessity, and the thing was loosened 
up somewhat and they put “other means of comiriunication” 

in there. j 

I do not know the explanation of the Mackay] blank, but 
I am giving you some of the background. At ti^nes blanks 
run out and new blanks come in, and the reason for the 
clause at that particular time was the opinion that they 
gave us at that time. 

The Witness: That was as to the optional routing, but I 
notice on the All America Cable appears the following: 
“The company is hereby made the agent of the sender 
without liability, to forward this message by means of wire 
or wireless, either over its own lines or facilities or those 
of connecting companies, unless the sender otherwise spe¬ 
cifically directs . 9 ’ j 

By Mr. Kennedy: ! 


518 Q. That is the point I want to make, MrJ Stone. A. 

Yes. | 

Q. As to why the contract is different on t}ie Mackay 
blanks than it is on the cable blanks. A. I should imagine 
it is because the Mackay is in the domestic Service and 
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that the Mackay, for example, would take a message in San 
Francisco for London at the same rates as the other carriers 
would haul it the domestic haul to New York and transfer 
it to the Commercial Cables. 

Q. In any event, if a customer files a message on one of 
those Mackay blanks, the company is obligated to send it 
Mackay unless it is necessary to deliver it over to another 
carrier to reach its destination; isn’t that true? A. Yes sir. 

Q. But on the other hand, a message written on an All 
America blank or Commercial Cable blank may be trans¬ 
mitted by radio if the All America Company or the Commer¬ 
cial Cable Company desires; isn’t that true? A. Yes sir; 
but it is possible “when necessary to reach its destination” 
in the case of the Mackay may have the effect of authorizing, 
as we unquestionably feel it will, a diversion to a cable 
route if it is necessary to get the message through. The 
only question there would be the question of the time ele¬ 
ment. 

The Chairman: The Chair observes the greater freedom 
with which the lay witness is interpreting the legal obliga¬ 
tions on the blank, as contrasted with the great reluctance 
on the part of lay witnesses in connection with Order 

No. 12. 

519 The Witness: I perhaps was out of order, Mr. 

Chairman, and I would be glad to have my counsel 
do that. 

Mr. Kern: I was just going to suggest that he better not 
answer this by a legal interpretation. 

The Witness: I was merely trying to give what I thought 
was a practical reason. 

By Mr. Kennedy: 

Q. Mr. Stone, you spoke yesterday in connection with the 
Commercial-Pacific Cable Company of the division of inter¬ 
est between the International svstem and I believe some 
British and Danish interests? A. Yes sir. 

Q. Do you know if those British and Danish interests 
is the Great Northern Telegraph Company? A. That is the 
Danish as I understand it. 

Q. Are you aware or informed as to the contract between 
the Commercial Cable Company and the Great Northern 
Cable Company? A. Not in detail. I have never read it. 
I think Mr. Goldhammer can answer that. 


i 
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Q. I am speaking about the Atlantic contract A. Yes 
sir; that is what I thought you meant. \ 

Q. You also spoke of several, some two or three I believe, 
countries in Europe to which, by reason of contract or con¬ 
tracts, the Mackav circuits would not at this time be the 
normal route. A. I think I referred to German^, Italy and 
Spain, possibly Portugal in that connection. | 

Q. Just what is the nature of contracts which would 

520 prevent the Mackay circuits being the normal routes 

to those countries? A. There is a tri-party agree¬ 
ment, as I understand, between Western Union, Commer¬ 
cial Cables, and the German cable, which we call the Dat 
Cable, and there is another agreement,—I ani not sure 
whether it is tri-partv or not; Mr. Goldhammer can testify 
on it—providing for the relationship between Commercial 
Cables and the Italian cable. j 

Now, what the exact effect of those contracts ifc, I am not 
sure, but I think it would put the limitations iji the way, 
very definite limitations so long as they are ip effect—in 
permitting traffic received by Commercial Cables in the 
United States being diverted to a radio circuit unless with 
the consent of those foreign connecting carriers. | As it hap¬ 
pens, as I understand, the Italian cable and the Italian radio 
are under the same control, but those contractual limita¬ 
tions, as I understand, do currently exist. j 

Q. Is it not true, in addition to the loss of revenue which 
will obtain to the Commercial Cable Company if these ap¬ 
plications are granted to Mackay, Commercial Cable Com¬ 
pany is obligated to the Great Northern Telegraph Com¬ 
pany to suffer a penalty for insufficient revenue Which may 
come or be sent over their joint systems? j 

Mr. Kern: Mr. Chairman, I have no objection to the wit¬ 
ness answering if he knows, but Mr. Goldhammer was going 
to go into that. Anything that the witness knows I have no 
objection to, but I want to call attention that we are going 
to deal with that when we come to it. j 

The Witness: No, I do not. I really do not. I 

521 have never read the contract or seen it. j 

Bv Mr. Kennedv: ! 

• 

i 

Q. How long has the Copenhagen circuit beep operated 
by Mackay, approximately? A. Well, I think it Was opened 

i 
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in 1933. I shall give you that exactly. My recollection is 
September 1933. 

Q. It is not important; you need not look up the date. A. 
All right, sir. 

Q. Was there a similar agreement or understanding at 
that time that the Copenhagen circuit be made the normal 
route for certain traffic, to which Commercial Cable Com¬ 
pany agreed? A. There was the understanding, within the 
shop, I might say. I would have to refresh my memory as 
to whether there was any definite statement in that connec¬ 
tion given to the Danish administration. I cannot testify 
on that. 

Q. But it was an understanding within the company? A. 
It certainly was at New York, and is the practice, as I think 
I have testified, on that circuit today. 

Q. Does Commercial Cable Company, if you know, enjoy 
any traffic now into Copenhagen? A. I really do not know. 

Q. Were the New York station— A. Well, I should an¬ 
swer that I know that it handles traffic occasionally on di¬ 
version, as I have testified, but as to the volume that it nor¬ 
mally handles over the cable. I do not know. 

522 Q. Were the New York stations of the Mackay 
Company constructed with a view towards trans- 
Atlantic traffic? A. Yes sir. 

Q. Or for domestic traffic? A. Well, it was with a view to 
all three services. 

Q. And when they were constructed you intended to at 
some later date go into the international traffic? A. Well I 
think, speaking of the New York situation, we opened with 
South America shortly after the commissioning of the sta¬ 
tion, and perhaps about the same time or perhaps a little 
earlier, but just a matter of months, opened with San Fran¬ 
cisco, which was our first connecting circuit working out of 
New York. We opened across the Atlantic as soon as we 
were able to conclude a traffic agreement. But the plan, 
speaking of the intent, was always to engage in a general 
overseas, domestic and ship-to-shore communication by 
radio. 

By The Chairman: 

Q. You leased Sayville, did you not? A. We leased it 
and still have it. 
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Q. That had been set up for t r an s-Atlantic traffic, had it 
not? A. Yes, the equipment had been. Of coursb, it could 
have been used, but we leased it not primarily for the equip¬ 
ment then in it, Doctor, but to acquire a site and towers and 

building. j 

Mr. Kennedy: Mr. Chairman, I think that is all I have. 
Mr. Arnold has some questions to ask this witness. 


523 By Mr. Arnold: 


Q. Mr. Stone, can you state at what hours Eastern Stand¬ 
ard Time the heaviest Mackay radio traffic is handled be¬ 
tween New York and European points? A. Thislis an esti¬ 
mate now. I am sorry I am not prepared specifically. I 
should say it was somewhat after ten o ’clock in thb morning 
that there is a peak, and somewhat later in the |ate after¬ 
noon; but I really would like to check that for accuracy. 

Q. Could you state a similar fact in this form, as to what 
the common business hours are, common to both [New York 
and Oslo? A. I am not certain whether the difference in 
time is five or six hours to Oslo, Mr. Arnold, or oven more. 

Q. Could you check on both those points? A^ Three to 
five, I am informed, three to five p.m. Eastern! Standard 

Time. j 

Q. Common to San Francisco and Oslo ? A. I am not 
sure whether there are any, but I would really have to check 

this. ! 

Q. Could you check on those questions and I will ask you 
later? A. Do you want that done now, Mr. Arnold? 

Q. No, you can do that after lunch. A. Yes^ I will be 
glad to. j 

Q. Could you describe in general the international radio 
telegraph circuits which Mackay is now operating from, 
except trans-Pacific? A. Well, Mr. Pratt intends! to submit 
information which I believe will be more jspecific in 
524 response to your question than what I could give, 
unless you were speaking from the commercial sense. 
Did you mean from an operating point of view? 

Q. I want to know what circuits are operating? A. Oh, 
I can give you the names of the circuits, Mr. Arnold: We 
are operating to Copenhagen, Denmark, Budapest, Hun¬ 
gary, Vienna, Austria, Vatican City, and Spain yia Buenos 
Aires. Did you want the South American circuits also? 
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Q. Yes, to South America also. A. To South America 
we operate to Bogota, Colombia, Lima, Peru, Santiago, 
Chile, Buenos Aires, Argentina, and have just established 
a circuit, not yet handling any amount of commercial traffic 
to Rio de Janeiro. In the Caribbean we operate to Cama- 
guay, Cuba. 

Q. Do these circuits handle only radio-telegraph signals 
in the form of international Morse code? A. Yes sir. 

Q. Continental? A. That is what the international Morse 
code it. 

Q. Do they or can they handle the sending of receiving 
of photographs, pictures, or facsimile material? A. They 
could if modified. 

Q. They cannot in their present status? A. No sir; they 
are not set up to. There is a patent situation, as I under¬ 
stand it, surrounding that art, and we have had our hands 
considerably full in meeting the patent situation pertaining 
just to the telegraph business, so we have not tried 
525 to enter as yet, that other field. 

Q. Do they or can they handle address program 
material intended for re-broadcast from foreign points? 
A. Not without modification, and in my opinion that modifi¬ 
cation could not be effected without considerable patent in¬ 
vestigation and expenditure of considerable money to get 
around the patents in that field. 

Q. You do not have any plans with respect to handling 
services of this type at this time? A. No sir, we have not. 

Q. Or in the immediate future? A. No sir; because, 
largely, of the patent situation. 

Q. Could you state from your present information as to 
whether Mackay is operating at a profit on the various 
radio-telegraph circuits operated from New York? A. No 
sir, we are not now, but we are increasingly close to it. 

Q. Could you state as to whether you were making a 
profit on any of those circuits? A. We have really no form 
of cost accounting, and I think the Chair will bear with me 
on the subject when we refer to the Telegraph Division 
Order No. 12, it being the situation that the carriers, cer¬ 
tainly the Mackay carriers, have no method of calculating 
the loss or profit by circuit, Mr. Arnold. 

The Chairman: We shall recess until two o’clock. 
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(Whereupon, at 12:30 p.m. a recess was taken imtil 2 p.m. 
of the same day.) j 

526 Afternoon Session 

(The hearing was resumed at 2 o’clock p.m., pursuant to 

adjournment.) j 

| 

The Chairman: Mr. Arnold, will you resume f j 

Whereupon Ellery W. Stone, previously swqrn, there¬ 
upon resumed the stand and testified further as follows: 

! 

Cross-Examination (Continued) j 

i 

By Mr. Arnold j 

Q. Did you have an opportunity, Mr. Stone, to check 
up on the common business hours between San Francisco 
and Olso ? A. There do not appear to be any. 

Q. Are there any common hours between Honolulu and 
Oslo ? A. I am sorry I did not check that. 

Q. I should have asked you that question befor^. 

Mr. Kern: We will accept your answer on that, Mr. Ar¬ 
nold. We are perfectly willing to have you put the hours 
in the record. 

Mr. Arnold: I would be very glad if I knew thbm. 

The Witness: I do not think I have given you the hours, 

New York and Oslo. j 

| 

By Mr. Arnold: j 

i 

Q. That is correct. Will you state those, please? A. I 
am advised and believe to be accurate that on tjhe basis of 
the business day being from 8 a. m. to 5 p. m., there would 
be three hours common during the business day between 
New York and Oslo; that is to say, from 8 a. m. to 11 a. m. 
Eastern Standard Time. 

527 Q. I think you testified, Mr. Stone, that Mackav 
was not now making a profit upon its circuits in gen¬ 
eral in connection with traffic from New York to Europe. 
A. That is right. The Delaware Company, which includes 
circuits to Europe, to South America, domestic, and the 
ship to shore, is not yet showing an operating profit, but 
we have not segregated the expenses of operation to show 
which of the circuits in particular of the transatlantic, 
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whether they would be profitable or not, and I should rather 
hesitate to venture an opinion on that. 

Q. You do not have your accounts segregated either and 
you cannot say either as to the European as distinct from 
the South American or the ship to shore traffic? A. No, we 
have not. The only thing that might be a basis for forming 
an opinion, and that vrould be that the cost of handling a 
message is about the same regardless of destination, and 
the longer the haul the more, provided that the revenue, 
as generally is the case, is in proportion thereto, and the 
more profitable is the circuit,—if it is possible at all to de¬ 
termine if an individual circuit is earning a profit or a loss. 

Q. And you are unable to determine now, even though it 
w’as the longest haul of any of your circuits? A. That is 
right. I am unable to answer that with any accuracy at all. 

Q. How is this deficiency resulting to your company 
made up? A. In the past, as I have testified, or has been 
brought out and I think covered briefly, it has been by 
528 advance from a cash point of view from the parent 
company. This year, even though the System may 
show—if I may interrupt my testimony a moment (exam- 
ing paper) even if we show the combined Mackay Radio 
System, excluding any non-operating income, as being only 
$14,000 in the red, and because of the net loss of $14,000, 
which does not take into account any estimated gain from 
the Oslo circuit, if and when approved,—that is after very 
substantial depreciation charges amounting to several hun¬ 
dred thousand dollars. The result will be, as I testified 
before, that we shall be able to finance in addition to our 
capital account of some hundred thousands of dollars, and 
have an excess in cash at the end of the year over the cash 
situation at the beginning of the year, of approximately 
$ 100 , 000 . 

But in the past, operating deficits—I think we should 
distinguish between the operating accounts and the cash re¬ 
quirement situation, which is more than a function of op¬ 
eration, being based on depreciations which are not a cash 
outgo and expenditures for cash which do not come into the 
income account—the cash deficits or the cash requirements 
over and above the amount realized from operations, that 
is provided by loan from the parent company, which is in 
this case The Mackay Companies. 
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| Q 

Q. I believe you have testified, Mr. Stone, that you in¬ 
tend to install receiving antenna if this application is 
granted, at a cost of some $1500? A. Yes, sir. j 

Q. Will that be of the directive type qr the non- 

529 directive type? A. Directive type. 

Q. I believe you have also testified thalj additional 
equipment at a cost of $500 will be installed. ! Will that 
equipment be capable of receiving on more thgn one fre¬ 
quency? A. Yes, sir. ! 

Q. At the same time? A. At the same timefr I would 
not say so. Subject to correction from our chiqf engineer 
who is present and who will testify, this equipment will be 
of the so-called directive type reception. j 

Q. How many circuits then do you understand jit will pro¬ 
vide from Oslo to New York? A. One circuit, j 
Q. Do you know at what speed in words per minute ? A. 
I think we have given that in our answer to thb question¬ 
naire. I would like to consult our records, (examining 
paper) I find that under II 2 (c) the capacity Available in 
words per minute would be average 60, maximum, 200, and 
the use of the maximum speed would be dependent upon 
radio transmission conditions. Mr. Pratt will be able to 
reply on these technical matters in fuller detail than I can. 

Q. If upon any of these questions you wmuld prefer leav¬ 
ing it to Mr. Pratt, please say so. A. I will. j 

Q. Is any more operating personnel required fo establish 
the circuit to Oslo? A. Yes, sir. i 

530 Q. To what extent will you have to provide addi¬ 
tional operating personnel? A. We have estimated 

two operators. ! 

Q. Approximately what expense will be involved ? A. Ap¬ 
proximately on an annual basis of $3,600 a year. 

Q. Is transmitting equipment now available fqr the Oslo 
circuit, now used on any other circuit? A. Yes, if is used on 
our Copenhagen circuit. j 

Q. What procedure will be followed if and jwhen mes¬ 
sages are received for both Oslo and Copenhagen at the 
same time ? A. I would rather have Mr. Pratt answer that. 

Q. Is it a fact that for each additional circuit operated 
to a foreign point, an additional receiver is required to be 
employed by Mackay, irrespective of the Mackay receiving 
equipment? A. I would say so. I find myself unconsciously 

i 

i 

i 

i 
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answering questions that I would prefer to leave to Mr. 
Pratt. 

Q. Would you prefer leaving all questions as to equip¬ 
ment and frequencies to Mr. Pratt? A. Yes, I would, Mr. 
Arnold. 

Q. Do the figures which you have given us represent now 
the total expense which your company will incur as a result 
of installing this circuit? A. The total capital cost, yes, sir. 
Q. Could you tell us which represents the greatest cost 
to an operating company,—sending a message by 

531 cable or sending an identical message to the same 
point by radio? A. Not with any short answer, Mr. 

Arnold. The factors would be in my opinion these. As I 
have indicated, the unit cost of handling a message is ob¬ 
tained by dividing the total number of messages into the 
total expenses which you have. You thereby arrive at a 
unit cost of handling, and I assume that your depreciation 
and other fixed charges which properly appear in your ex¬ 
pense account, are included in the expenses. 

The volume of messages which a given carrier would 
have is a function of its coverage, the countries that it 
reaches, and so one would have to, to make in my opinion 
a proper comparison, have to have the equivalent setup of 
both carriers reaching the same countries, and for the sake 
of this discussion carrying approximately the same volume 
of traffic. 

If such computation were made with those factors equal, 
I should say the cost would be generally in favor of the 
radio company, because the cost of establishing long-dis¬ 
tance communication in these days of short-wave equip¬ 
ment, and provided of course that the radio company did 
not have to carry in its plant account a very large invest¬ 
ment for obsolete or more or less obsolete long-wave equip¬ 
ment, would be as I say in favor of the radio company. 

But such a discussion is almost theoretical because at 
least so far as the Mackay System is concerned, the Mac- 
kay Radio Company has not yet as must be apparent from 
the testimony, reached as many points as our competitors 
either inside or outside of the Mackay System. 

532 On the theoretical basis, in short, I think it would 
be in favor of radio. As a practical matter, I do not 

think that would always be the case. 
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Q. Would that be a large advantage? A. In general it 
would be the function of your radio plant, the overall ex¬ 
pense of cables, and with the same volume of traffic, I 
should think as a percentage it would be not inconsiderable. 
How large, I do not know because it is really rather an ace- 

demic point. I 

Q. Which represents the greatest first cost for a given 
quality of service to a given point? Submarine^ telegraph 
cable, or radio telegraph installation? A. I think I have 
gone far enough on technical points. I think you had better 

try Mr. Pratt on that. | 

Q. Mr. Stone, could you now route messages from New 
York to South America, and then by the facilities of your 
associate company, I believe it is RADIAR, tp Norway, 
if the Norwegian Government Telegraph Administration 
consented? A. May I have that question repeated? 

(The question is repeated.) 

The Witness: By “consented”, I assume you mean pro¬ 
vided that the Norwegian Administration established a cir- 
suit with our company at Buenos Aires. On th^t assump¬ 
tion my answer would be that I should doubt tljat because 
of the agreement between the R. C. A. and the Adminis¬ 
tration. Not because it is exclusive— | 

Mr. Wozencraft (Interrupting): Do you mean preferen¬ 
tial ? 

The Witness: I accept that correction. Not be- 
533 cause it is preferential nor because it is exclusive, 
but because unquestionably the division of tolls that 
would be worked out would be fair to all parties, would 
bring the Norwegian Administration less on thaf via route 
than via the direct route where the 24 cents in the eastward 
direction would be split more or less along the lines that 
have been brought out here. I do not think tfie R. C. A. 
has as yet testified to their division, therefore, fhat is why 
I must put it on the basis of ours. 

i 

By Mr. Arnold: j 

Q. Could you indicate what might be the breakdown of 
tolls on such a circuit? A. Yes, sir. There are in general 
two ways of figuring such methods. Occasionally the sta¬ 
tion, which in this case is Buenos Aires, ijhat would 
both receive and transmit, having two operations to per- 


i 

I 


i 
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form, would receive half of the through rate. The sending 
station would receive a quarter, and the receiving station 
a quarter; making the total rate. Another way occasion¬ 
ally done is that each of the parties to the transaction re¬ 
ceive one-third. 

Q. Would the last method of breakdown give two-thirds 
to the Mackay Company then? A. No, sir. 

Q. One-third to the Mackay Company and one-third to 
RADIAR? A. Yes, sir. I might say it is not the routing 
that we would be particularly happy about, because in the 
present situation, we have that type of routing via Copen¬ 
hagen, and because it pays the Administration naturally 
more to send on the direct route, they would nat- 

534 urally prefer the direct route, although I am willing 
to concede that on this via route that you have sug¬ 
gested or that we have discussed, the Norwegian Adminis¬ 
tration would possibly if it agreed to it, receive more than 
on the present routing via Copenhagen; the distance being 
longer between Oslo and Buenos Aires. 

Q. I believe, Mr. Stone, that you have testified that you 
are not aware of any complaints as to existing service to 
Norway from the public? A. No, sir. I mean I agree that 
I have so testified. 

Q. And that you do not have any concrete evidence of 
any undue delay in traffic under existing conditions? A. 
No, because of our ability to divert to the cables should 
there be any delay on the present radio route. 

Q. Does that indicate that you have any evidence as to 
delay in regard to messages in the hands of other carriers ? 
A. No, sir, I did not mean to imply that. 

Q. Is there any concrete evidence of a public demand for 
this circuit? A. Yes, I think there is—did you say public 
demand ? 

Q. Yes. A. I was thinking of public interest, which I 
think is present. If by “demand’’ you mean any specific 
request from customers? 

Q. Specific, yes. A. No, I would not say that we have any 
specific requests. We have the situation that we 

535 have lost customers, the Mackay System has, to those 
who have direct radio connection, and that is per¬ 
haps a negative demand—we at least so regard it—that we 
ourselves offer that type of service. A demand expressed 
negatively, rather, rather than the way I put it. 
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Q. A negative demand would be no demand? A. I do not 
mean that. A demand expressed in a negative father than 
an affirmative fashion. 

Q. I believe your testimony goes to the general effect 
that you intend to offer a service as equivalent to that now 
offered by R. C. A. on their circuit, but not to the effect 
that you will offer a service that is superior; is that cor¬ 
rect? A. We do not claim that our service will tye superior. 
We expect to be fully competitive. It may or friay not be 
superior. There is no reason that I know of why it should 
be inferior. 

Q. The rates will be the same as charged by the other 

carriers? A. Yes, sir. 

/ 

Q. Is it true that Mackay does not have any low frequen¬ 
cies, that is, below 100 kilocycles, available for this circuit? 
A. It is true, but I think Mr. Pratt has something to offer 
on that in his testimony. j 

Q. High frequencies are sometimes interrupted and ren¬ 
dered inoperative? A. I would rather have Mr. Pratt an- 

i 

swer that. 

Q. You are not sure as to that? A. Answers to 

536 questions of that type, in my opinion, ihay require 
qualification or lead to further questions, which I 

think you will probably make greater progress with Mr. 
Pratt. There are occasional interruptions. 

Q. I was wondering how the quality could be 

537 equivalent to that offered by R. C. A., $nd you are 
not sure on that point. A. You limited your ques¬ 
tion, Mr. Arnold, to below 100 kilocycles. It happens that 
we happen to have a frequency of around 109 kilocycles, 
and we again have the cables as the equivaleht if the 109 
kilocycles is not adequate, to supplement our short waves 
should that ever be required. 

Q. The benefit to the public then, as I understand your 
testimony—and correct me if I am wrong—is that the cir¬ 
cuits will be operated from New York to Norway by two 
independent carriers instead of one, and that |those desir¬ 
ing to use the Mackay System rather than the R. C. A. cir¬ 
cuit will be able to do so? A. Yes, that is one of the public 
benefits. 

Q. What other benefits to the public will exist? A. I 
think to the extent that Commercial Cable oif rather the 
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Mackay System is enabled to maintain its competitive po¬ 
sition in the general field of telegraph communications over¬ 
seas, which position I can only feel is in the public interest 
because of the service rendered as evidenced bv the number 
of patrons it holds, that the establishment of such a cir¬ 
cuit wdll be in the public interest. As I understand the 
policy of the Congress in effect requires competition, at 
least it does not permit of a consolidation of telegraph 
carriers, and if it is in the public interest to have such 
competition, that competition must be effective, and the 
competitors must be able to live, and the inroads made by 
the direct radio circuits on the cable carrier of the Mackay 
System across the Atlantic, which has been covered 

538 rather fully in the last few day and will be dealt 
with in further detail by the witnesses for the Com¬ 
mercial Cable Company, have seriously handicapped and 
taken revenues from the Mackay System. 

Q. Is it your opinion that the establishment of those other 
circuits will restore that traffic to the cable carrier? A. Not 
all of it, but it will restore in my opinion should we be able 
to establish these circuits, enough of the traffic taken away 
to permit the Mackay System to return to the relative po¬ 
sition it formerly held in the overseas communication field. 

Q. The Mackay System, but not the cable companies ? A. 
The Mackay System, yes. 

The Chairman: The question, I believe, related to re¬ 
storing it to the cable carrier. 

The Witness: I am sorry. Well, it restores to the cable 
carrier a certain amount of business because— 

Mr. Kimball (interrupting): Did you say singular or 
plural? 

The Witness: I said singular. The carrier of the Mackay 
System. 

Mr. Kimball: I thought the question was plural. 

By Mr. Arnold: 

Q. My question was plural because I thought your an¬ 
swer to the previous question was plural. If I am in error 
in that, I am perfectly willing to have it singular. A. I 
was arguing solely from the standpoint of the Commercial 
Cable Company. 

539 May I have the question read? 

1 (The question is repeated.) 


T 

i 

i 
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The Witness: I think it restores a certain amount to the 
cable carrier even though the direct circuit, the newly es¬ 
tablished direct circuit may pull revenues away from it, 
and in this sense, that the Mackay System canvasjser in this 
country is being able to offer both types of services to cer¬ 
tain countries where today he can only offer one, will be 
able to recover the files as we call them, of certain send¬ 
ers, to the Mackay System, which because of traffic diverted 
to certain countries in which that sender has had a specific 
interest over radio routes, he is also taking away business 
from the Commercial Cable Company to other countries, so 
that in my opinion the establishment by the Mackay Sys¬ 
tem of radio circuits will actlually assist—I do not say to 
the full extent—but will actually assist the cable carrier 
itself to increase its revenues. 

Q. That would not be true of the Norway situation alone, 
would it? A. No. The type of discussion we are just hav¬ 
ing contains the broad overall picture because obviously, as 
has been testified, the existing traffic via the Commercial 
to any one country would be affected by a radio circuit to 
that country, but the type of increase to which I have just 
been referring would be as to cable traffic to other coun¬ 
tries. | 

Q. It would not apply either to any country where the 
normal route was established as the Mackay route? A. It 
would not apply as to that country. 

540 It would only apply where there was no normal 
route established? A. Via the radio. 

Q. Yes, via the radio. A. Yes, sir. j 

Q. In so far as you establish a normal route and receive 
messages via Mackay, the customer receives messages via 
Mackay, and is likely to return messages via Mackay, is 
he not? A. To that country. j 

Q. To that country? A. But he may also be .^wung over 
for the first time or to resume filing with Coiamercial to 
other countries, because the message is being delivered to 
him by a messenger boy representing both companies, Com¬ 
mercial and Mackay. He would be more apt to file with the 
Mackay System. j 

Q. Wouldn’t that only be true where he wasj sending a 
message to a country which Mackay Radio did not serve? 
A. That would be true as to the increase in the cable rev- 

i 

i 

i 
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enues, yes, but as to increase in revenues to the Mackay 
System, I do not think your limitation would apply. 

Q. I understand that your company contemplates going 
into most of the places in Europe in which there is a large 
amount of business'? A. Hopes to. 

Q. Then your last answer would apply to most of the 
places in Europe where there was a large amount of busi¬ 
ness? i A. Yes, but there is a large amount of business be¬ 
yond Europe that we may or may not ever serve by 

541 radio, and this touches also on the question now of 
this morning with respect to a circuit to England. 

In the old days, the Mackay System used to receive a 
large amount of traffic from the British Empire points be¬ 
yond London,—India, South Africa and other points along 
the British cable routes. That traffic comes into London 
today, a good deal of it comes over the radio routes, and 
would be, if Mackay ever got into England, a part of the 
unrouted westward traffic that could be handled by Mackay 
Radio; and bring back to the Mackay system traffic which 
has almost dwindled. 

Q. Would the traffic which would naturally be routed over 
the Commercial Cable Company after Mackay of Delaware 
was allowed to go into all of the European points to which 
it expects to enter, would that traffic be sufficient to maintain 
the cables in their present efficiency ? A. What ? 

Q. In their present state of efficiency? A. I should say 
that they would not go down in efficiency by virtue of diver¬ 
sion of traffic to Mackay Radio. The time may come when, 
as I have testified, when the cost of maintenance of cables 
may reach a point where the question of laying a new one is 
indicated. In that case, it may not be considered desirable, 
but we are pretty far in the future. 

Q. Under present conditions, it is to the interest of the 
Mackay System or International System to develop the 
cable system in competition with the radio system of 

542 R. C. A. to Norway, is it not? A. It is to their inter- 
I est to solicit every bit of traffic they can get, and I 

assume that is what you mean by development of cable 
business. 

Q. To develop the physical facilities? A. Well, as to the 
development or change or improvement in cable technique, 
I think Mr. Goldhammer is better qualified. 


! 

i 
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Q. I am merely asking you as to the interest of the Sys¬ 
tem. A. It is certainly not to their interest to let them go 
down, and there has been of course a certain Amount of 
progress, but I am not familiar with that degree of progress 

or the nature of it. | 

Q. After this contract is established, then in so;far as the 
Norwegian traffic is concerned, it will no longer be in your 
interest to develop the cables? A. I do not think that is 
quite a logical conclusion, because the Norwegian traffic is 
handled, as I understand, on the London cables which are 
very important links in the Commercial Cable System, and 
the diversion of any Norwegian traffic from that circuit 
should not be any reason for all of the New York-London 

cables to go down in efficiency. I 

Q. Would that condition occur if you are cablje to carry 
out your policy of entering most European points? A. I 
think if and when this radio expansion occurs—ahd there is 
nothing to prevent as I am sure you can appreciate from 
what has transpired in the last few days as to Agreements 
and so forth—I think the position which would tje taken at 
that time would be one that would not causb the over- 
543 all communication efficiency of the Mackay System 
to suffer. ! 

Q. Including the cables? A. Including the cAbles if the 
cables at that time were as important a factor in han¬ 
dling our communications as they are today. It! is difficult 
for me to look too far into the future on that. 

Q. In some of the European points to which you desire 
to extend your circuit, the European end of the circuit is 
controlled by a monopoly. I do not believe the record shows 
just what points are so controlled. Could you sfate them? 
The Government monopolies first. A. Could I have a map ? 
(Examining map) May I preface this by say|ng that I 
should be glad to have any corrections from ofir competi¬ 
tors, who are the ones who have these circuits. 

I will state my understanding, and would be glad to have 
their corrections if I am wrong. 

Norway, Sweden, Russia, Poland, Germany—jthis was a 
government monopoly of radio? 

Q. Yes. A. Czechoslovakia, Holland, and Belgium. Just 
what is your question? 


i 
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Q. A government monopoly. A. Regardless of who is 
working them now? 

Q. Yes. A. Denmark, Hungary. Then there are some 
commercial monopolies. 

1 Q. Will you state those, please ? A. If that word is 

544 perhaps in question, I would say that there is only 
one operating agency there today, whether it is of an 

exclusive kind or not, I may not be correct? 

Q. That wull be satisfactory. A. Great Britain—there is 
the so-called British Empire merger of Cables and Wireless. 
In France, there is the company Radio France. 

In Switzerland, there is a company known as Radio 
Suisse. 

In Austria, there is a company known as Radio Austria. 
In Italy, there is a company known as Italo Radio. 

I am not certain whether I have given Portugal; I think 
that is a company there. 

There is no monopoly in Spain. 

I believe that covers the list. 

Turkey I understand is not in Europe. 

Because the R. C. A. map did not indicate it, I see that I 
have omitted the newly created state of Vatican City. 

Mr. Kern: Which class is that; government or com¬ 
pany? 

The Witness: That is government. 

By Mr. Arnold: 

Q. In dealing with the government monopolies, where 
they exist at the other end of these circuits, the agreements 
generally provide as they do in your proposed contract 
with Norway, that the rates are to be agreed upon between 
the owners of the ends of the circuit, do they not? A. Yes, 
sir. 

Q. What factors would induce Norway for example in 
this case, to lower its rate in the light of that fact? A. I 
don’t know of any factors in the light of that clause that 
would induce it to lower it, sir. 

545 Q. Then the establishment of a second circuit to 
Norway is not likely to result in lower rates to the 

American customer? A. Not necessarily. 

Q. How would such a reduction come about? Would it 
not be to the interest of the monopoly at the other end of the 
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circuit to maintain the rate at its present level? A. It does 
not seem to in the case of Japan, which I understand, and 
which as we all know, did secure the consent of its corre¬ 
spondents to reduce the rate. 

i 

The Chairman: Did the Japanese administration share 
half of the loss resulting from that reduction, if loss there 

was to be? 

The Witness: It would be that way if the traffic is evenly 
balanced, yes, sir. 


Bv Mr. Arnold: 

Q. Can you state how many simultaneous trans-Atlantic 
circuits to Oslo are available by the use of the facilities of 
the Commercial Cable Company? A. No sir; Mr. Gold- 
hammer could answer that. 

Q. This morning you testified the Mackay feadio was 
operating at the present time, circuits to Copenhagen, 
Budapest, Vienna and Vatican City? A. Yes, siij. 

Q. Can you state the relative importance of these points 
with reference to traffic handled by Mackay Radio ? Which 
is the more important point with reference to Mackay 
Radio? A. I should imagine the Danish traffic is 
546 somewhat heavier than the Austrian, and that those 
two rank ahead of Hungary. Vatican C|ty is very 
limited traffic. j 

Q. Could you make a similar answer as to the importance 
to the Commercial Cable Company? A. I would rather 


have Mr. Goldhammer do that. 


Q. To your knowledge, does R. C. A. operate h radio tele¬ 
graph circuit to any or all of these points, Copenhagen, 
Budapest and Vienna? A. So far as my knowledge goes, 


thev do not. 

V _ i 

Q. The Commission records show that R. C. A\ is licensed 
to operate radio telegraph circuits to Copenhagen, Vienna 
and Budapest and Vatican City. Do you have gny opinion 
to express why they do not operate circuits to these points? 
A. No, I have no opinion. We have never opposed them. 

Q. Did any patent situation delay the development of 
Mackay circuits to Copenhagen, Vienna, Budapest or 


Vatican City? A. I should not say specifically. 


We were 


somewhat hindered in our development and delayed in our 
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progress, and Mr. Pratt will testify to that, but I do not 
think it affected the making of traffic agreements per se. 

Q. When was direct telegraph service to Copenhagen 
first opened by Mackay Radio? A. I think it was Septem¬ 
ber, 1933. I believe that is correct. 

Q. Is this the only direct radio telegraph service from the 
United States to Copenhagen at present? A. Yes, sir. 

547 Q. Or in fact since its inauguration? A. Yes, sir. 
Q. You have expressed the intention of expanding 

the Mackay Radio Telegraph System service to several 
other European points, if possible. Will not this require 
Mackay to subsequently apply to the Commission for addi¬ 
tional frequencies? A. It may, and I should imagine prob- 
ablv will. 

Q. In your opinion will they be available? A. My opin¬ 
ion would not be worth giving on that. I would much rather 
have Mr. Pratt, because he is the technical man. 

Q. Do not more circuits require more frequencies? A. 
Not necessarily. The answer would be that you may occa¬ 
sionally operate the forked services, and I expect that the 
future will see multiplex radio frequencies that may well 
lead to direct operation without the need for duplication of 
frequencies, and without the use of the forked operation. 
That is a development of the future, however, which I ex¬ 
pect to see realized. 

Q. Are you using any multiplex circuits now? A. No, sir, 
although I think we are experimenting on some, in fact I 
know we are, but we are not using them commercially at 
present. 

Q. Mr. Stone, will you please recall to mind Mackay Ex¬ 
hibit No. 1, which was marked for identification. A. That 
was the contract, was it not? 

Q. The contract and associated papers. A. Yes, 
sir. 

548 Q. That exhibit contains a copy of a dated but un¬ 
signed letter, does it not? A. Yes, sir. 

The Chairman: Isn’t that Mackay Exhibit 2 that you are 
referring to? Exhibit 1 was the Federal Trade Commis¬ 
sion extract. 

Mr. Arnold: I beg your pardon. 
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i 

By Mr. Arnold: 

Q. Do you know if the original of that letterj was ever 
signed? A. No, Mr. Butner can testify to that. 

Q. For whose signature is it prepared, do youjknow? A. 
It would have been prepared, if it is not signed, it would 
have been prepared for the signature of Mr. Butner. 

Q. Is that letter an interpretation of Section 5 bf the pro¬ 
posed traffic agreement between Mackay Radio and Tele¬ 
graph Company and the Norwegian Telegraph .Aldministra- 
tion ? A. I think it should be read in connection with Sec- 

I 

tion 5 as a statement of the traffic to be sent eastward over 
the circuit. You are speaking of the June 14 letter? 

Q. Yes. A. Of the traffic to be sent eastward oVer the cir¬ 
cuit. Strictly speaking, Article 5 would only ihclude our 
company and not associated companies. | . 

Q. In your understanding, is this letter to forth a part of 
the contract if it is executed? A. It will be attached to and 
become therefore a part of the contract. We so considered 
it when we sent it down to the Commission. 

549 Q. Has this letter been transmitted in its present 
form to the Norwegian Government? A. I so under¬ 
stand, but Mr. Butner can answer directly. 

Mr. Arnold: That is all, Mr. Chairman. I 

The Chairman: Any redirect, Mr. Kern? j 

Mr. Kern: No, I think the witness has had enough for 

the time being. 

The Chairman: Mr. Wozencraft, do you hav^ any addi¬ 
tional questions ? i 

Mr. Wozencraft: A few. 

The Chairman: Proceed. 

I 

Recross-Examination 

By Mr. Wozencraft: j 

Q. Mr. Stone, in view of the very small voluujie of traffic 
carried by the present four telegraph carriers );o Norway, 
do you know of any other European country which has more 
dependable telegraph service to and from the Ufiited States 
than Norway? A. I have never calculated the vfordage per 
circuit so I would not be qualified to answer th£it. It may 
be that other countries are more, I don’t know, j 
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Q. What percentage of the Mackay Radio traffic from 
the United States to Denmark is destined to Norway? A. I 
have not computed that. I think it is but a small percentage. 
Q. Would you say 10 or 20 or 30 or 50? Nearer 10. 

Q. Nearer 10? A. Yes. 

550 Q. In reply to a question asked by other counsel, 
you spoke a moment ago of the fact that in a certain 

instance, R. C. A. C. does not have a preferential or exclu¬ 
sive contract. You know, do you not, that R. C. A. Com¬ 
munications, Inc., does not have any contracts which can 
be termed exclusive? A. I do. I was stating that nega¬ 
tively. I did not think it was harmful to you. 

Q. Mr. Stone, if public interest would be served by the 
establishment of a second direct radio telegraph circuit to 
Norway, would it not be further served by the establishment 

of a third? A. I don’t know. 

Q. You have no opinion? A. None that I care to express. 

I have never thought of it. 

Q. With the inauguration of trans-Atlantic air mail, will 
there not be less telegraph business between the United 
States and European countries for all radio telegraph and 
cable companies ? A. There probably will be less telegraph 
business, and the competitive situation will be tougher than 
ever, which is one of the reasons why the Mackay System 
feels it must be able to take a proper part in this competitive 
situation with direct radio circuits. 

Q. For years the Commercial Cable Company has had 
solicitors in Europe soliciting traffic for that company have 
they not? A. I believe so, but I prefer if you are go- 

551 ing back on the Commercial Cable, to have you in¬ 
quire of Mr. Goldhammer. 

Q. Did you not know that Via Cial has meant via Com¬ 
mercial Cable for all those years? A. Yes, that I know. 

Q. If Via Cial should be used from Norway to the United 
States to designate a radio route, would not the public still 
think it was sending its traffic via Commercial Cable, and 
therefore be deceived? A. I don’t think it would be any 
more received than it is in this country when it files a mes¬ 
sage via Postal or Commercial Cables and because of the 
clause on the back of the contract, the carriers exercises its 
own judgment whether it sends it by wire or radio, nor do 
I think it would be any more deceived when it files with 




FEDERAL COMMUNICATIONS COMMISSION, ET AL. 323 

Western Union and the message becomes one of the famous 
2 for 9. ! 

Mr. Kimball: There is no testimony here of any such mes¬ 
sage being one of the 2 for 9. I move it be stricken. 

The Witness: It was in a question. I admit it was not 
testimony. i 

The Chairman: Motion overruled. j 

i 

i 

552 By Mr. Wozencraft: j 

i 

Q. A message from Norway to the United States marked 
Via Cial would be a routed message, would it no^ A. That 
is partially so. By that I mean this: Let us take the traffic 
coming out of any country having connecting carrier such 
as the Eastern Cable coming into London. It has been filed 
somewhere via Eastern, and it is carried by Eastern. When 
it comes to London, as far as Eastern is concerned, it is un¬ 
routed traffic. It may be sent by Commercial or Western 
Union or the Cables & Wireless, R. C. A. circuit; It is usu¬ 
ally sent the latter way. 

Q. In Europe today can a message marked Via Cial be 
sent any way except via Commercial Cable? A. I think it 
can be possibly in Hungary—I will withdraw tliat and ask 
Mr. Goldhammer to answer. I don’t know. 

Q. You do not know of any instance, do you, where Via 
Cial has ever meant nothing to the public except via Com¬ 
mercial Cable? A. Well, via the Mackay system. Of course, 
it starts out frequently not on the Commercial Cable. They 
may start with a connecting line in the middle of Europe no 
where near the Commercial Cable. The point is it travels 
over the Mackay System. That is what Via Cial means. 
It refers to that. It arrives in New York as Mackay Sys¬ 
tem. It may start on a government line or a commercial 
carrier bearing no relation to the Mackay System, and 
would transfer at London. | 

Q. Do you know of any country in which Via Cial 

553 means anything except via Commercial Cable? 

A. I thought that was the last question and answer. 

Mr. Wozencraft: Will you repeat the question? 

(The question is repeated.) 

The Witness: Yes, it means via a connecting carrier in 
many cases and Commercial Cable. It is not limited in 
many cases to the Commercial Cable only. 


i 
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By Mr. Wozencraft: 

Q. Limited to Commercial Cable over that portion of the 
route which is served by Commercial Cable, is it not? A. 
Yes. 

Q. And Commercial Cable has been spending thousands 
of dollars in Europe for years asking telegraph users of the 
various countries of Europe to route their message via Cial 
in order to develop Commercial cable business, has it not? 
A. In certain countries, probably most. But Mr. Goldham- 
mer can answer. 

Q. And all that Via Cial has ever meant in Norway has 
been via Commercial Cable? A. Via Commercial Cable 
from London on. 

Q. Do you know about the registration of the phrase Via 
Cial in the Berne Bureau? A. In a general way. 

Q. You know that there it is registered as meaning via 
Commercial Cable, do you not ? A. I will accept that if that 
is the way it appears in your Berne list. 

Q. You have spoken of a coordinated system. You 
554 said that you would love to operate a Mackay Radio 
telegraph circuit from the United States to London. 
In your judgment, would the operation of a Mackay Radio 
telegraph circuit from the United States to London in co¬ 
operation with the Commercial Cable Company be a step in 
coordination of a system? A. In my judgment, yes. 

Q. Just what kind of coordination is that? Explain how 
it is a matter of coordination. A. Well, it is coordinated to 
the extent that the sender in the United States is offered a 
telegraph service to London. The management would send 
it by the route which would give the best service. He would 
not have to designate his route, he would not have to get 
separate billing according to the way of the route on which 
the message was sent. He would not have any delay in the 
event of diversion by one or the other route sending it be¬ 
tween various offices. There is a coordinated operating 
room at 67 Broad Street. Those are some of the factors of 
coordination. 

Q. Hawaii and the Philippine Islands are both served now 
by Commercial-Pacific Cable and Mackay Radio of Cali¬ 
fornia, are they not? A. Yes, sir. 

Q. Have any of these steps of coordination taken place in 
either place? A. No, there is a contractual limitation which 
does not obtain to England. 
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| 

Q. Is it a fact that there Mackay Radio and Com- 

555 mercial-Pacific Cable have separate offices, separate 
solicitors, separate billing and complete competition? 

A. Quite. | 

Q. You referred in your testimony in response to ques¬ 
tions of other counsel to the division of receipts from a 
jointly operated radio circuit 50-50. You did hot mean to 
imply, did you, that you saw any objection to i a different 
division between a United States carrier and k carrier in 
Europe? A. No, so far as I know, the effect of the other 
arrangements have in general the same result, that where 
the traffic is evenly balanced, the effect is a division of the 
tolls on a 50-50 basis. That is regardless of whether the 
transmitting station keeps 100 per cent and the receiving 
station receives nothing on a particular message, or that 
percentage is shaded down from 100 per cent to 50 per cent 
with the other end receiving the compensating increases for 
the decreases. The effect of all of the arrangements that 
I am aware of by your company or ours is such that when 
the traffic is evenly balanced, the tolls are divided 50-50. 

Q. Provided the exchange situation is on a bhsis of par¬ 
ity, or in any event? A. When I say the tolls are divided, 
that should have been with the added statement that the 
tolls are set forth on a gold franc basis. Possibly it does 
not always work out that way—no, I am not so certain. I 
think probably that it does not make any difference, because 
the loss of exchange in one direction woiild be offset 

556 by the profit in the other. 

Q. You spoke this morning of France. It is a fact, 
is it not, that unrouted messages originated in France and 
destined for the United States are filed with the French 
Post Office and are disposed of by the French Post Office 
according to the wishes of the French Post Office? A. You 
mean that a message filed with the Post Office is an unrouted 
message ? j 

Q. Unless it is specifically routed. A. Yes, I will accept 
that. 

Q. Then the R. C. A. C. correspondent in France, Radio 
France, gets, does it not, only traffic for the Uhited States 
routed via Radio France? A. I don’t know. 

Q. You spoke a moment ago of alternators, arid if I heard 
you correctly, you said something about obsolete or nearly 
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obsolete or practically obsolete alternators. What was your 
language? A. I would be glad to have it read back. 

Q. What is your view? A. I am not certain. I thought 
I said long-wave equipment without specific reference to 
alternators, but I may be wrong. 

Q. Did you mean alternators? A. I would say that a 
long-wave alternator is not as modern as a long-wave 
vacuum tube transmitter. 

Q. But it may be an extremely effective method or means 
of transmitting messages, may it not? A. Effective and 
expensive. 

557 Q. I asked about effective. You agree at least that 
it is effective? A. If it works, it is probably effec¬ 
tive. 

Q. Have you ever had any long-wave alternators in your 
company? A. No, sir, but I have— 

Q. (Interrupting) Then you have had no personal and 
practical experience with their operation, and you don’t 
know whether they are expensive or not to operate. A. Yes, 
I know whether they are expensive or not to operate. 

Q. Not from any personal experience. A. Not from any 
personal experience of ours. I could add, thank Heaven. 

Q. We rather like them ourselves. A. So I gather. 

Q. You did state, did you not, that as you had no long 
waves, the cables which were available to your system re¬ 
lated to Mackay Radio could take care of interruptions to 
the short-wave communication? A. I admit we have no fre¬ 
quencies below 100 kilocycles, and I said that if the 109 kilo¬ 
cycle frequency, which I believe we have, and Mr. Pratt will 
testify to, if that is not adequate, that is a vacuum tube 
long-wave generator, and if that was not adequate, we would 
revert to the cables. 

Q. If your complete plan went through, and Mackay Ra¬ 
dio should be successful in establishing direct circuits be¬ 
tween the United States and practically all of the 

558 principal countries of the world, would not the cables 
be reduced simply to stand-by equipment for the 

radio ? 

Mr. Kern: I believe that involves a definition of his com¬ 
plete plan, which is not in accordance 'with the statement. 
I do not object to the question, but I object to the designa¬ 
tion of that successful complete plan. 
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Mr. Wozencraft: If counsel will restate the question, I 
will accept his statement of it. I do not want to t|ake any un¬ 
fair advantage or misstate anything. 

Mr. Kern: I have made my statement. 

By Mr. Wozencraft: j 

Q. If Mackay Radio succeeds in establishing direct cir¬ 
cuits between the United States and all the Countries in 
Europe to which you have testified you would like to estab¬ 
lish direct radio telegraph services, would nqt the Com¬ 
mercial Cable become practically stand-by equipment for 
the radio for use when radio communication w^s disturbed 
by magnetic or other conditions? A. That is a new ques¬ 
tion. 

Q. Well, let us have it answered. A. The answer is no 
except for the very limited period you spoke of during mag¬ 
netic disturbances. The rest of the time it wquld be per¬ 
forming the function it does today. 

Q. You still think that if Mackay Radio & Telegraph suc¬ 
ceeds in establishing direct circuits as the normal route to 
all the European countries named by you— A. j (Interrupt¬ 
ing) I did not say that. ! 

Q. I am not through yet. Except England, prance, Ger¬ 
many, Spain and Italy, that there would be enough 
559 business left for Commercial Cable to continue to 
operate? A. There certainly would. j 

Q. And that if you went into those five countries which I 
have named, in competing with Commercial Cable, there 
would still be enough revenue left for Commercial Cable to 
operate? A. I certainly do. j 

Q. You do not think that it would be necessary for Com¬ 
mercial Cable to close down the operation of| any of the 
cables at present operated by it? A. That may come 
whether we go into the business or not. j 

Q. You know, do you not, that the British Merger has no 
cables to the United States? A. I don’t know what the 
British Merger has. I don’t believe it has. j 

Q. Your understanding is it has not. That is your under¬ 
standing, isn’t it? A. What did I testify in 1^30? 

Q. I was in Texas then. 

The Chairman: We will take a recess now for ten min- 

I 

utes. 
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(After a short recess, the hearing was resumed.) 

The Chairman: You may proceed, Mr. Wozencraft. 

Cross-Examination (Continued) 

By Mr. Wozencraft: 

Q. In reply to the last question before recess, you said 
that the operation of some of the Commercial Cables might 
have to be cut down anyway, did you not? A. Your 

560 memory is better than mine. 

Q. If I remember the questions and the answers 
correctly— A. (Interrupting) Would you read the last 
question and answer before the recess? 

(The record is read.) 

The Witness: I would like to go on from that question. 

I have been under the impression that the Western Union 
leased some British cables to this country. I don’t know • 
whether they are owned by the Merger or who owns them. 

Q. In any event, you know they are not operated by the 
Merger, don’t you, if they are leased to the Western Union? 
A. I would assume that that is the case that the Western 
Union operated them at both ends. 

Q. Mr. Kimball states that they are Anglo cables and not 
Merger cables. A. I take it he means but not in the Cables 
& Wireless? 

Q. Yes, that is right. Just before the last question, I 
had asked you whether or not in your judgment the Com¬ 
mercial Cables would still have enough traffic to justify 
continued operation if Mackay Radio & Telegraph Company 
succeeds in establishing direct circuits between the United 
States and the various countries of Europe named by you 
with the exception of Germany, France, England, Spain 
and Italy, and the designation of the Mackay circuit with the 
various countries as the normal route for International Sys¬ 
tem business. A. I don’t know. 

561 Q. You don’t know whether it would or not? A. I 
don’t know. That is too far in the future, and there 

are too many factors involved for me to answer. I don’t 
know. 

Q. Then I asked you if you thought that the Commercial 
Cable would have enough business to be able to continue to 
operate if in addition to those countries you established 


I 
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direct telegraph circuits with England, France,, Germany, 
Spain and Italy and competed with Commercial Cable in 
those countries. What is your thought about tjiat? A. I 
am not certain. I 

Q. You are not certain? A. No, there are too many fac¬ 
tors involved, Mr. Wozencraft, and we are too fatf from that 
situation. I imagine that the cables will be operated as 
long as there is any sound business reason for their being 
operated as a part of the Mackay System, but I cannot an¬ 
swer the question now today based on a situation as remote 
from present actualities as your question. 

Q. If Mackay Radio should develop to such an extent that 
there should be no longer any sound business reason for 
operating Commercial Cable or any of them thep you think 
that perhaps one or more of the cables might be no longer 
operated, is that right? A. If there is a soupd business 
reason to operate them, they will be operated. 

Q. And if business should diminish to such an jextent that 
it would be sound business to discontinue the opera- 
562 tion of one or more, then the operation' of one or 
more would be discontinued, is that your thought? 
A. I don’t know. We are too far in the future qn this, and 
you are asking me to express an opinion upon a company 
which I take no part in determining its policies. I don’t 
know the answer to that question. 

Q. And if the operation of one or more of the Commer¬ 
cial Cables between the United States and Great Britain 
should be discontinued, and if Cables & Wirelesp should be 
interested in acquiring the cable or in leasing it for opera¬ 
tion, wouldn’t it be good business to sell it or lease it to the 
British Merger? A. I don’t know, I am sure, of the answer 
to that question. 

Q. The other day when I asked you about the letter from 
Dr. Krukow in Germany, counsel requested that I produce 
all other correspondence in connection with the incident to 
which the letter referred. A substantial volume of corre¬ 
spondence has been submitted to counsel for the applicant, 
and counsel for applicant and this respondent have agreed 
that in addition to the letter from Dr. KrukoW, the reply 
from Mr. Sarnoff to Dr. Krukow, and Dr. Krukow’s reply 
to Mr. Sarnoff, may be introduced in the record, and not 
other correspondence. ! 


i 
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563 Mr. Wozencraft: Is that correct, Mr. Kern? 

Mr. Kern: Yes, that is correct. You showed me 
some correspondence that related to the subject-matter, but 
not directly with Dr. Krukow, and it seemed to me that any¬ 
thing that did not relate to Dr. Krukow need not be put in. 

Mr. Wozencraft: Obviously I showed you everything we 
had. 

Mr. Kern: I did not doubt that, but I state it is correct 
that I agreed to the elimination of things that were not with 
Dr. Krukow. 

Mr. Wozencraft: The first letter which has been marked 
R. C. A. C. Exhibit No. 1 is in German. Is it satisfactory 
to counsel for the applicant for the letter to be reproduced 
in the record in German and translated by the reporter, who 
speaks German? 

Mr. Kern: Yes. 

(The document referred to was received in evidence, 
marked “R. C. A. C. Exhibit No. 1, Docket Nos. 3336, 3337 
and 3338,’ ’ and is filed with the transcript in the possession 
of thd Commission, and reads as follows:) 

Der Reichspostminister Berlin W 66, 

III 5124-1 NAM den 5. Oktober 1932 

Trp Leipsiger strabe 15 

(Bitte in der Antwort Nummer und Gegenstand 
anzugeben) 

Radio Corporation of America 
RCA Building 

270 Lexington Avenue, 

New York. 

564 Den Eingang Ihres Schreibens vom 20, September 
| d. J. bestatige ich Ihnen bestens dankend. Von Ihren 
Ausfuhrugen habe ich mit grossem Interesse Kenntnis ge- 
nommen Ich wurde es begrussen, wein ein weiterer Punkt, 
der fur mich von besonderer Bedeutung ist, noch geklart 
werden konnte. Wie Ihnen bekannt ist, besteht zwischen 
Deutschland und Nordamerika keine unmittelbare Funkern- 
sprechverbindung, die Gesprache mussen uber London um- 
geleitet werden. Die Vertreter der Mackay Gesellschaft 
versicharten mir, dass es bei der Aufnahme einer unmittel- 
baren Funkverbindung mit ihnen moglich sein wurde, eine 
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I 

I 

unmittelbare Funkfernsprechverbindung mit Nordamerika 
einzurichten. Ich wurde Ihnen dankbar sein, wenn Sie aucli 
in dieser Beziehung Ihre Ansicht mitteilen wurdbn. 

I 

i 

Im Auftrag j 

(Signed) Krukow 

' I 

(The translation is as follows:) 

i 

The Reichpostminister Berlin W 66, Obt. 5, 1932. 

Ill 3124-1 NAm 

Radio Corporation of America, j 

RCA Building, 

570 Lexington Avenue, 

New York. i 

j 

The receipt of your letter of September 20th of this year 
is acknowledged with thanks. I have noted your explana¬ 
tions wdth great interest. I would welcome it if another 
point which is of especial importance to me could be cleared 
up. As is known to you there exists between Germany and 
Northamerica no direct radiotelephone connection, 
565 the conversation must be rerouted via London. The 
representative of the Mackay company assured me 
that by opening of a direct radio circuit with them it would 
be possible to establish a direct radiotelephone circuit with 
Northamerica. I would be very thankful to you ii you would 
also advise me of your opinion as to this matter. | 

Per Direction: ! 

(Signed) Kruekow. 

i 

Mr. Wozencraft: The reply by Mr. Sarnoff to the Reichs- 
postminister was sent by radio on October 26, 1932. I will 
ask the witness to follow me as I read it: ! 

4 4 Reichpostminister 

Krukow j 

Berlin. 

With further reference to my letter of September 20th 
and your cable of October 5th, I have made official written 
inquiry from American Telephone and Telegraph Company 
regarding the point mentioned in your letter pi October 
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5th Stop I quote below in full letter dated October 25th, 
1932, officially addressed by American Telephone and Tele¬ 
graph Company to Radio Corporation: 

‘This is in reply to your letter of October 21st in which 
you refer to Mr. Winterbottom’s consultations with me and 
to the letter addressed to you on October 5, 1932, from the 
Reichspostminister of Germany stating that a representa¬ 
tive of the Mackay Company has assured the Reichspost 
that by opening a direct radio circuit with the Mackay Com¬ 
pany it would be possible to establish a direct radio-tele¬ 
phone circuit with North America. You asked me 
566 whether the representative of the Mackay Company 
was authorized to make such a statement to the 
Reichspostminister. This company has not authorized the 
Mackay Company in any way to represent us in negotiat¬ 
ing with the Reichspost for the establishment of direct 
radio telephone service between Germany and the Bell Sys¬ 
tem. As you know, telephone service between Germany and 
the United States is now provided via London. I have per^ 
sonally discussed with Feierabend of the Reichspost the 
possibility of establishing a direct radio channel between 
Berlin and New York connecting with the Bell System and 
had the understanding with him that if and when a direct 
channel is to be provided an arrangement will be worked 
out between the Reichspost on the one hand and the Amer¬ 
ican Telephone and Telegraph Company representing the 
Bell System on the other.’ 

“The above letter from American Telephone and Tele¬ 
graph Company entirely accords with our own understand¬ 
ing of the situation and I trust you will regard this letter as 
a complete answer to your inquiry. 

Regards, 

Sarnoff. ’ ’ 

Commissioner Payne: What is the date of that letter, 
please? 

Mr. Wozencraft: The date of the letter from the Reichs¬ 
post was October 5, 1932, and the date of Mr. Sarnoff’s 
reply October 26, 1932. 

Commissioner Payne: Thank you. 

Mr. Wozencraft: To which Dr. Krukow replied by radio¬ 
gram October 27th, 1932, as follows: 
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567 “Acknowledge receipt with thanks yohr SG134 
October 26 stop All my inquiries are fully cleared 

up now. Krakow.” | 

I 

By Mr. Wozencraft: | 

Q. Mr. Stone, were any other representatives of the Mac- 
kay Radio in Germany or having any conferences with Dr. 
Krukow during 1932? A. Yes, sir. Mr. Butnqr accom¬ 
panied me on the only time that I met Dr. Krukow, and I 
repeat today what I said earlier, that any statement of that 
sort such as you have read into the record that wb said we 
could secure a radio-telephone circuit for the Reitjhspost is 
absolutely ridiculous. The reply sent by Mr. Safnofi: and 
quoting the telephone company is certainly in fuill accord 
with my understanding, of the situation. j 

Q. You can not say, of course, whether or not some other 
representative of Mackay Radio or I. T. & T. made to Dr. 
Krukow the statements quoted by Dr. Krukow oi^ referred 
to by Dr. Krukow? You can speak only of your own con¬ 
versations and negotiations with him, is that not frue? A. 
I can speak of my own and Mr. Butner’s when he!was with 
me. | 

Q. Yes, sir. A. And I should be simply astdunded to 
learn or to be informed in any way that anybody Connected 
with the I. T. & T. would ever have made such a represen¬ 
tation. It is utterly ridiculous. 

Q. You have made your attitude entirely clear, Mr. 
Stone; but for the record, it is true, is it not* that you 

568 can testify only concerning your own conversation 

with Dr. Krukow as to what was said by represen¬ 
tatives of your company or the representatives of t. T. & T. 
to him? j 

Mr. Kern: Just a minute. When we go into the I. T. & 
T. again, this letter was introduced to show that the Mackay 
Radio did it. I have no objection to his asking $ny ques¬ 
tions of the I. T. & T. that he wants, but we are going be¬ 
yond the letter at this time, and I think Mr. Stotie should 
be asked to testify on the subject-matter, and not on a lot 
of other suppositious cases to try to put him in the hole of 
saying what somebody else may have said that did not have 
anvthins: to do with the Mackav Radio circuit. ! 
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Mr. Wozencraft: This is the last question I intended to 
ask him if you will let me and have him answer that one. 

Mr. Kern: I would like to have you limit it to the sub¬ 
ject of the letters and the correspondence. At least, he has 
testified that he knows who appeared on behalf of Mackay 
Radio and Mr. Krukow’s allegation was confused some¬ 
what and relates only to Mackay Radio. 

By Mr. Wozencraft: 

Q. You have heard the statement of your counsel, Mr. 
Stone. Does any representative of the I. T. & T. or any of 
its subsidiary, affiliated or associated companies at any 
time handle matters for Mackay Radio and Telegraph Com¬ 
pany in Europe, or have conversations concerning the es¬ 
tablishment of circuits within Mackay Radio and Telegraph 
Company? A. I do not think anyone other than Mr. Butner 
and myself have discussed with the Reichspost the 
569 question of a telegraph circuit on behalf of Mackay 
Radio. But I would like to add to a previous an¬ 
swer where you said I could only testify to what I have 
said. I think I may testify as I understand the rules here, 
to what Mr. Butner said in my presence. 

Q. Certainly, I agree to that. A. And he made no such 
representation, I can assure you. 

Q. I have no doubt that is the fact as to that, from your 
statement, but I do want to get an answer to the last ques¬ 
tion I asked. A. I thought I had answered it. 

Q. Perhaps I did not make it clear. May I state it again? 
Does any officer or representative of the I. T. & T. or of 
any affiliate, associate or subsidiary of I. T. & T. of any 
kind handle any matters for Mackay Radio and Telegraph 
Company in Europe ? A. Oh, that might happen, but it cer¬ 
tainly did not happen in this incident, or I am sure I would 
have learned of it. 

Q. So far as you know, it did not? A. So far as I know 
it did not. 

Q. But do you know whether or not anyone besides Mr. 
Butner and yourself, connected with I. T. & T. or any affili¬ 
ate, associate or subsidiary company, had any conversa¬ 
tions with Dr. Krukow during the year 1932 concerning the 
establishment of a direct radio telegraph circuit between 
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the United States and Germany by Mackay Racfio? A. I 
don’t know of any. j 

570 Q. Will you make that answer you dbn’t know 
whether any such conversation took place? A. I 

don’t know of any such conversation. 

Q. I realize that you don’t know of any. Do you know 
that none did take place? A. I don’t know of aify conver¬ 
sations. 

Q. Do you know that none did take place such as I have 
described? You say you don’t know of any that did. Can 
you say definitely— A. (Interrupting) I don’if know of 
any that did not. 

Q. Do you know that none did? A. No, I don’j; know. 
Mr. Wozencraft: That is all. 

The Chairman: Any further questions of Mr. Stone? 

Recross-Examination 

By Mr. Kimball: j 

Q. You are going to have an easy time now, Mr. Stone; 
I am going to ask you some questions that you c^n answer. 

You testified this morning or yesterday or sometime dur¬ 
ing this week that you would be very glad if you could op¬ 
erate a radio circuit to England and France. You also tes¬ 
tified, as I understand it, this morning, that probably Eng¬ 
land and France together represented the larger propor¬ 
tion of European traffic. You have also further testified 
from time to time about the great speed of radio as com¬ 
pared with the cable. 

I would like to ask you whether in respect to thq traffic of 
those two countries, the cables are not as f^ast as the 

571 radio? A. Yes, I am quite sure they are. 

Q. Now, Mr. Stone, I would like you to tell us and 
me particularly, how the granting of this application for a 
circuit to Norway and the granting of the subsequent ap¬ 
plications to the other points which you desire to reach, 
will enable the Western Union Telegraph Company to get 
back for its cable such traffic, if any, as was diyerted be¬ 
cause of the established of the R. C. A. several [radio cir- 

i 

cuits? A. l r ou want to know how the establishment of a 

i 

Mackay Radio circuit will help you to recover bftck traffic 
from R. C. A. ? I 
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Q. Yes, that is right? A. I don’t know how. 

Q. I understood that in answer to a question by Dr. Ar¬ 
nold in which he referred to cable carriers— A. (Interrupt¬ 
ing) I thought we had agreed that that was singular. 

Q. Then you agree now that it should have been singular, 
and the answer was with respect to a singular question. A. 
It was a singular question and a singular subject. 

Q. In other words, the establishment of a circuit by you 
is not going to help Western Union much? A. I hope not. 

Q. Now, the third question: You have made a lot of talk 
here about Western Union handing over 100 per cent of its 
files for transmission by R. C. A., particularly when the 
pay-outs were substantial. A. Whatever I said in that re¬ 
spect is in the record. I don’t recall that I said 100 
572 per cent at any time, Mr. Kimball. 

Q. As I recall it, you said we were suckers if we 
did not handle 100 per cent. But be that as it may, the rec¬ 
ord also contains the contract between the Western Union 
and the Radio Corporation of America in which is used that 
famous language of an exchange of 1 to 4.5 or 2 to 9. So 
far as you are concerned, you know of no instance where as 
a matter of fact the Western Union has ever diverted one 
single message, do you? A. No, you may have broken the 
contract; I don’t know. 

Q. As far as you know, it is only a contractual provision 
that we are talking about and no actual case; isn’t that so 
so far as this record is concerned? A. I have only talked 
about the contract. 

Q. But you don’t know of any single message that has 
been diverted by Western Union to the Radio Corporation 
of America? A. I have not had occasion to use Western 
Union, no. 

Mr. Kimball: That is all. 

The Chairman: Any further questions of Mr. Stone? 
Recross-Examination 
By Mr. Kennedy: 

Q. Mr. Stone, in answering Mr. Arnold’s question as to 
low frequency channels, you stated that your company had 
one low frequency channel of 109 kilocycles. Are you aware 
of Rule 229 of the Commission which provides that the fre- 
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quencv of 109 kilocycles is available only to coastal serv¬ 
ice? A. Evidently not. That was the frequency I had in 
mind at Amagansett. Mr. Pratt will answer that. 

573 Perhaps I am out of order. 

Q. That is the reason I raised the question. A. 
Mr. Pratt will answer that. j 

Q. You spoke of at some time past a reduction in rates 
between United States and Japan. Will you stite for the 
record please what brought about such reduction? A. We 
were asked by the Japanese Government if we would agree 
to make the reduction that took place. 

Q. At what time was that, Mr. Stone, approximately? A. 
Do you remember the date of the filing? September 1 I 
think we went into effect, and then it would havO been last 
summer sometime. 

Q. Did you consider that the reduction in the rates be¬ 
tween the United States and Japan would not ha^e occurred 
if Mackay Radio and Telegraph Corporation had not a cir¬ 
cuit to Japan? A. I did not understand that was the basis 
for the reduction, Mr. Kennedy; the fact that we! had a cir¬ 
cuit. There were a cable circuit and a radio circuit already, 
and we were working with them and had been working for 
many months before this request was made of qs. It was 
not at the time we were making an agreement witjh them. 

Q. I understand. A. Yes, sir. 

Q. Do you think that the fact that you had aj circuit to 
Japan had anything to do with the reduction iii the rate? 
A. I have no reason to believe that that was responsible for 
it or had anything to do with it, as you state, j 

Mr. Kennedy: That is all. j 

574 The Chairman: No further questions?! 

Mr. Kern: That is all. 

The Chairman: Mr. Stone, you are excused with the 
thanks of the Chair. j 

The Witness: Thank you very much for your patience 
and courtesy. j 

(Witness excused.) 

Mr. Kennedy: I would like to ask Mr. Wozencraft: Were 
those last two radiograms put in as exhibits oi^ read into 
the record? ! 

Mr. Wozencraft: Read into the record. 

i 

Mr. Kern: My next witness is Mr. Pratt. 


i 


i 
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Mr.Wozencraft: May it please the Commission, yester¬ 
day the Commission asked R. C. A. C. to introduce as ex¬ 
hibits its contracts with the Compagine Generale de Tele- 
graphie, San Fil, and Radio France. At that time I in¬ 
troduced as Exhibits, two contracts and ascertained last 
evening that there was one that I left out. In compliance 
with the wish of the Commission, I now offer R. C. A. C. 
Exhibit No. 8, entitled 4 4 Traffic agreement between Com- 
pagnie Generale de Telegraphie, San Fil, and Radio France 
and Radio Corporation of America, dated October 26, 
1921/’ and which appears in the volume 4 4 Traffic con¬ 
tracts’ ’ filed by R. C. A. C. with the Federal Communica¬ 
tions Commission on page 237. 

The Chairman: It will be received. 

(The document referred to was received in evidence, 
marked 44 R. C. A. C. Exhibit No. 8. Docket Nos. 3336, 3337 
and 3338,” and is filed with the transcript in the possession 
of the Commission.) 

575 Mr.Wozencraft: I also ask for authority to with¬ 
draw the original R. C. A. C. Exhibit No. 1, the Kru- 

kow letter, and substitute a copy therefor. 

The Chairman: Permission will be granted. 

Mr. Kern: Mr. Pratt 

576 Whereupon Haradan Pratt a witness called on be¬ 
half of the Mackay Radio and Telegraph Company, 

having been first duly sworn, was examined and testified as 
follows: 

Direct Examination 
By Mr. Kern: 

Q. You have given your name for the record, have you, 
Mr. Pratt? A. Yes, sir. 

Q. What is your position, Mr. Pratt? A. I am vice pres¬ 
ident and chief engineer of the Mackav Radio and Tele- 
graph Company. 

Q. The Delaware company? A. Yes. 

Q. How long have you been in that position? A. I be¬ 
came chief engineer in 1928 and vice president a year later, 
I believe. 

Q. Prior to being with the Mackay Radio and Telegraph 
Company had you had radio experience? A. Yes, sir. 
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Q. What was it ? A. Prior to that time I was in the De¬ 
partment of Commerce in the Bureau of Standards, in 
charge of the development of radio aids for air navigation. 

Prior to that I built a communication system for Western 
Air Express, at the time that they inaugurate^ their first 
air mail service. | 

577 Prior to that I was in the Navy Department as an 
expert radio aide for five years, a portion of which 
time I was located in Washington in charge of the construc¬ 
tion and maintenance of their high power radio station. 

Prior to that I was with the Marconi Compaiiy of Amer¬ 


ica in connection with the building of one of 
Pacific stations in California. 


the trans- 


Prior to that I was radio operator and installer on ships 


of the Marconi Company and its predecessor, the United 


Wireless Telegraph Company. 

Mr. Kimball: You must be about eighty? 


By Mr. Kern: j 

Q. Did you get Mr. Kimball’s remark? A. No, I didn’t 
hear it. 

Q. He said you must be about eighty. j 

Will you describe the development of the Mhckay Radio 
Telegraph apparatus since you became chief engineer and 
the present condition of the Mackay Radio plant? A. Well, 
prior to 1928 the principal equipment used by the system 
employed the arc type of radio transmitter. Sjome experi¬ 
mental work was done with short waves as now used. 

Since 1928, the system, through an intensive program of 
equipment development, has made tremendouis strides in 
the installation of modern short wave equipment. There has 
been a very large increase from year to year in the amount 
and quality of the equipment which has been developed and 
installed for transmitting, receiving and contrql purposes. 

Q. How extensive is the present plant of the Mackay 
Radio in transmission and reception? A. The Mac- 
578 kay Radio system has a total number at} the present 
time of 88 transmitters installed at thbir own sta¬ 
tions, which number is exclusive of ship stations. All of 
these, with the exception of 28 are modern j short wave 
transmitters, and of the total number 28 have powers from 
5 to 20 kilowatts, and 21 powers ranging from 20 to 50 kilo- 

I 
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watts, which are equipped with all necessary accessories 
for long distance radio telegraph communication. 

The transmitters and receivers are located in separate 
transmitting and receiving stations situated near the cities 
where service is given and are connected to central op¬ 
erating departments, located at convenient places in these 
cities by remote control lines. 

Q. Are they usually located at the same place, the trans¬ 
mitters and the receiving stations, or a few miles apart? 
A. A few miles apart. 

These central operating departments are equipped with 
automatic high speed transmitting and receiving apparatus 
connected over these remote control facilities for direct 
automatic control of the transmitting and receiving sta¬ 
tions. These latter are located where adequate space and 
proper facilities can be provided for modern equipment 
and efficient antenna svstems. Suitable buildings, structures 
and equipment, all of sound engineering design, are em¬ 
ployed exclusively. 

Q. Will you break down the equipment of Mackay Radio 
of Delaware from that of the California Company, state 
them separately? A. Of the two companies? 

579 Q. Yes. A. The Mackay Radio and Telegraph 
Company of Delaware operates a total of 44 trans¬ 
mitters, distributed among a total of 9 radio transmitting 
stations, of which 15 transmitters are used for point to 
point tranoceanic communication, 16 transmitters for ship 
to sbdre communication and 15 transmitters for domestic 
point 'to point communication, including transcontinental 
U. S. The stations used for transoceanic point to point 
communication are located at Sayville and Brentwood, 
Long Island, 15 transmitters being available at the former 
station and one transmitter at the latter station for these 
purposes. Inasmuch as the stations of Mackay Radio and 
Telegraph Company of Delaware at New York and Chicago 
connect with stations of Mackay Radio and Telegraph 
Company of California at San Francisco and Seattle, the 
services of these two companies must be considered as a 
single radio communication system, and for this reason I 
will briefly explain the extent of the plant facilities of the 
Mackay Radio and Telegraph Company of California. 


I 

I 

I 
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The California Company has its principal radio trans¬ 
mitting station located near San Francisco at! Palo Alto 
where there are a total of 25 transmitters, of which 9 are 
employed for transoceanic point to point comimmication, 
4 for ship to shore communication and 16 for domestic point 
to point communication. That Company has 15 transmitters 
located at stations near Seattle, Portland, Oregpn and Los 
Angeles for domestic point to point communications and 
ship to shore services. Of these 4 are available for 
580 ship to shore stations. Four transmitters jare located 
near Honolulu and Manila for transoceanic commun¬ 
ication, the latter communications being betWeen these 

7 _ ^ i _ 

points and San Francisco. The transmitters located near 
Manila are licensed by the Philippine Island Ipsular Gov¬ 
ernment.* | 

It is of interest to note, as Mr. Stone has pointed out, 
that services between San Francisco, Portland, Oregon; 
Los Angeles and San Diego, and between Sari Francisco 
and Honolulu were inaugurated by radio telegraph during 
the years 1911 to 1913, all of which are still i:p operation, 
although with the addition of much new short wave equip¬ 
ment installed since 1929, except that the circuit between 
San Francisco and Honolulu was discontinued at the time 
that the Government took over the operation of the stations 
during the War and was not reestablished until! 1929. The 
station at San Diego was replaced by a leased Wire in 1917, 
at which time the Government took over this station. 

The general elements of the plant and its method of op¬ 
eration, of both the Delaware and California Companies, 
conform to those considered best at the present state of 
the art. ! 

Q. At this time, Mr. Pratt, can you give a list of the fre¬ 
quencies that are licensed for the Mackay Rac^io of Dela¬ 
ware ? Have vou that list with vou ? A. I have ri list. What 

was the question? j 

(The pending question was thereupon read by the Re¬ 
porter.) | 

i 

A. (continuing) I would have to pick but all the 
frequencies from the list and read them off, if tjhat is what 
you "wanted. j 

i 

i 


i 
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581 Q. For what countries is the Mackay Radio of 
Delaware licensed at the present time? Can you 

give that list? A. Well, it is licensed for the countries with 
which it is doing business, and I believe also with France 
and with Spain. 

Q. When were these licenses first secured by Mackay 
Radio from the Federal Communications Commission, or 
from the Federal Radio Commission? A. Well, the first 
group of licenses were first obtained—I think the fre¬ 
quencies were assigned in 1928 and licenses were issued 
probably the first part of the following year, 1929. 

Q. For what countries did you apply for licenses at that 
time? A. In Europe, England, France, Germany, Spain, 
Portugal; and then in addition there were a number of 
others in South America. 

Q. That is in 1929 those applications were made? A. The 
applications were made in 1928, Mr. Kern. 

Q. 1928. But at the hearing in 1928-1929 did they con¬ 
sider the whole short-wave field for trans-oceanic point-to- 
point communication? A. Yes. It was discussed in a very 
broad sense. 

Q. The licenses in those days were issued principally to 
designate the countries that the applicant desired; is that 
correct? A. Yes. Ours, at least, were limited to the 
countries. 

Q. The more recent practice has been to name the 

582 particular city? A. Yes, that is correct. 

Q. Or the location of the city? A. That is correct. 

Q. What equipment do you intend to use for the Norway 
Circuit? A. The applications in this proceeding for per¬ 
mission to establish communication between New York and 
Oslo, Norway, cover two short wave transmitters of 50 
kilowatts power each and one short wave transmitter of 20 
kilowatts povrer, operating on three frequencies, which 
three transmitters and frequencies are now licensed and 
used for the circuit being operated to Copenhagen, Den¬ 
mark. Construction permits, involving these frequencies, 
were first granted by the Federal Communications Com¬ 
mission during the years 1928 and 1929, with the exception 
of frequency 6927.5, call letters WIH, which was issued by 
the Commission early in 1932 in exchange for one of the 
original frequencies granted. 
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The equipment which was installed under th^ original 
construction permits and used for these frequencies, was 
replaced in 1931 and 1933, pursuant to new construction 
permits, by transmitters of improved design and character¬ 
istics as well as increased power. The transmitters em¬ 
ployed directive antennas. These transmitters are of 
modern and efficient design, and are capable of ipore than 
meeting the technical requirements of the Federal Commu¬ 
nications Commission. Power supply is available from 
modern types of high power rectifiers, utilizing mercury 
vapor tubes. j 

Likewise, modern efficient receiving equipmerit will be 
utilized for receiving signals on the proposed Oslo 
583 circuit, similar to more than one hundred receivers 
now utilized by the Mackay Radio system at all of its 
receiving stations. j 

Q. You heard the question asked by Counsel for the 
Commission. State whether these will be separate receivers 
that are used for reception? A. Yes, they will be. 

The receiving station to be used for the Oslo circuit is 
located near Southampton, Long Island, housed in a re¬ 
cently completed modern building and employing efficient 
modern antennas. As explained before, a central operating 
department, located at 67 Broad Street, New York City, 
provides for the transmission and reception of j messages, 
by automatic means through direct remote control, to the 
transmitting and receiving stations. 

Q. In your opinion, will this equipment which you pro¬ 
pose to use for Oslo give efficient and adequate j service to 
that point? A. As the result of our operations on other 
circuits between New York and Europe, we fe^l that the 
three frequencies which have been requested fcjr primary 
use to Oslo are sufficient to operate the proposed service. 
However, it may be that during some portions of the winter 
nights another and lower frequency may be necessary. 
Communication to Oslo can be carried on by ipaking sec¬ 
ondary use of some of these frequencies on other licenses 
and if, as a result of experience it seems advisable to also, 
use some other frequency regularly, application will be 
made to the Commission for adding Oslo as a primary point 
of communication for such frequency. 
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584 It will be noted that one of the transmitters pro¬ 
posed to be used has a power of 20 kilowatts. The 

transmitter is assigned the frequency 10490, call letters 
WIV, which is used for relatively short periods near the be¬ 
ginning and the end of the day as a transition frequency. If 
the volume of traffic, or requirements of service, should 
later indicate that this power should be increased, we are 
prepared to make such increase. 

In view of the fact that we now have sufficient transmit¬ 
ters available, the total additional investment which it is 
expected will be required in connection with this proposed 
new circuit is estimated to be $2,000.00, the major portion 
of which is for new antennas of improved design. This 
improvement will incidentally also benefit the existing 
service at night time rendered by Mackay Radio to other 
European points to which it operates. In the event that 
it should be necessary to add an additional transmitter, by 
reason of increase in traffic over that which has been esti¬ 
mated, we are prepared to provide this additional facility. 

Q. What facilities will be used at Norway, if you can give 
a statement on that? A. Well, it is my understanding that 
the same equipment will be used that they now employ on 
their existing circuits, including the one with the RCAC. 

I have a further understanding that if the Norwegian 
administration does not consider the existing equipment 
adequate that they will add to their equipment. 

Q. Is this modern equipment they now are using? A. 
That is my understanding. And it is also operated 

585 along the same lines as I have explained for Mackay 
Radio; that is, they have a central operating de¬ 
partment, and it is equipped with automatic high speed 
transmitting and receiving apparatus controlling trans¬ 
mitting and receiving radio stations, which are located out¬ 
side of the urban area of Oslo. 

Q. You have not seen that equipment yourself? A. No, 
sir, I have not. 

Therefore, the proposed radio circuit should have ad¬ 
equate facilities at both ends. 

Q. Wliat have you to say as to the installation of im¬ 
proved facilities if the traffic requires or justifies additional 
facilities and as to the effect of increased volume of busi¬ 
ness on the improving of the general standards of service? 
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A. I would say that the volume of the business of a com¬ 
munication company can only increase as new j outlets are 
developed. As volume increases, facilities are improved 
and added to. Such expansion of facilities increases the 
flexibility available, and improves the type of service 
rendered by the company generally. Increase of volume and 
facilities tends toward a better utilization of the plant 
through various factors such as the availablity of alternate 
routes, the more effective use of personnel, the provision of 
special apparatus for message handling in volume, and the 
availability of standby equipment. 

The Mackay Radio and Telegraph Company, together 
with its manufacturing subsidiary, the Federal 

586 Telegraph Company, maintains an engineering and 
development department with research laboratories. 

Not only does the Mackay system desire to keep abreast of 
current progress technically, but it also strivbs to make 
contributions to advance the art of radio comtnunications 
as has been the case in the past, as mentioned bMr. Stone, 
these advances being under the general direction! of Dr. Roi¬ 
ster, who is in charge of that part of the laboratories which 
works on research problems. 

Q. Is Dr. Roister whom Mr. Stone referred to the in¬ 
ventor of the Roister compass? Is he not? 4* Yes, that 
was the case. And he came to the Federal Telegraph 
Company many years ago from the Bureau of Standards, 
where he vras in charge, I believe, of the radib section of 
the Bureau. j 

Q. Now, you say that you are going to uste the same 
transmitters that are now being used by the company. The 
question has been asked here I believe as to Whether you 
propose to use the same transmitters for thb circuit to 
Oslo which you are now using to Copenhagen. A. Yes, that 
is correct. We intend to use the same equipment. 

Q. How do you expect that that will work! Will you 
give a little description of the so-called forked circuit, the 
efficiency of it? A. Well, it should work very satisfactorily. 
In the first place, both Oslo and Copenhagen hre situated 
where directive antennas can be used simultaneously for 
the two places effectively. ! 

587 Q. Are forked circuits used at the present time 
for communications in international radio telegraph 
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communication? A. Oh, yes, very generally, by almost all 
administrations that have any number of circuits. We 
simply follow the general practice in that case. 

Q. Will you give some examples of the use of forked 
circuits at the present time? A. Well, I can mention— 

Q. (Interposing) From the United States to foreign 
countries, preferably, if you have them. A. Well, I can 
mention some circuits RCAC operate. I believe as the result 

of observations we have noted that thev use that method on 

•/ 

circuits operated between New York and Lisbon and New 
York and Madrid; also between New York and Paris, and 
New York and Amsterdam. 

I have also noted a case where a single transmitter 
operated by RCAC will operate into Brussels, Beyrouth, 
Moscow and Geneva. 

I have other examples, but those are typical ones. 

Q. And a similar practice prevails in foreign countries? 
A. Yes. There are many examples. For example, in 
Japan, Germany, Argentine, Great Britain, Denmark, 
Austria, France, and probably others. 

Q. What factors are needed to determine the feasibility 
of the use of forked circuits? A. Well, I would say first, 
amount of traffic; second, the speed at which the circuit is 
to be operated, and third the directions of the distant re¬ 
ceiving stations with respect to the transmitting 
588 station. And fourth, the efficiency of the operating 
organizations controlling the other end of the circuit. 

Q. Have you had any experience with forked circuits 
yourself? A. Yes. 

Q. In the Mackay Radio? A. Yes, we have had quite a 
bit. 

Q. Are you operating any at the present time? A. Yes. 

Q. To what countries do you operate a forked circuit? 
A. Well, at certain hours of the day we operate forked 
circuits which enter into Vienna and Budapest, for example. 

Q. There were a number of questions which I intended 
to ask, Mr. Pratt, but they have been pretty well covered by 
the testimony of Mr. Stone. There are a few questions on 
cross examination I think you might develop that have 
alreadv been asked. I understood vou to sav that vou un- 
derstood that Norway was going to use the same trans¬ 
mitter, the same equipment, not necessarily the same trans- 
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mitter, in communicating with the Mackay station that it is 
now using in connection with RCAC? A. Yes. j 

Q. I thought I understood Mr. Stone to say that they 
were going to use a separate transmitter? I 

Is it the same equipment, or a separate transmitter; do 
you know ? A. It is my understanding there may! he hours 
of the day when business is very slack, such as the 

589 middle of the night, when it would be advisable, and 
probably the intention of the Administration, to use 

the same transmitter on both of these radio circuits. 

I also understand when traffic loads may be considerably 
more that they will use separate transmitters. 

Q. Have you any additional statement you want to make 
in regard to the equipment proposed to be used in this cir¬ 
cuit or the general equipment of Mackay Radio? A. No, 
none specifically, Mr. Kern. j 

Mr. Kern: I have no further questions. 

The Chairman: The Chair suggests, in connection with 
the cross examination, that if Mr. Pratt’s appearance on 
the stand is within verv definite limits, and other witnesses 
will go outside of those particular limits, that counsel on 
cross examination endeavor to keep their questions some¬ 
what within the limits that have been set forth pretty well, 
and direct their questions to others who may be ijnore fully 
informed upon other phases of the matter. j 

Mr. Wozencraft? j 

(After a pause:) Mr. Wozencraft, do you have!any ques¬ 
tions? I 

i 

Mr. Wozencraft: If it please the Chair, I am! trying to 

eliminate a lot of time by consulting with the engineer. I 

have got a lot of questions I want to ask, but if you will give 

me a second, I think I can eliminate one or two. j 

The Chairman: I will give you a second for every one 

vou can eliminate. ! 

* 

Cross examination 

i 

! 

By Mr. Wozencraft: 

i 

590 Q. What increased transmitting station operating 
expense would result in the addition of a circuit to 

Norway? A. None. | 

Q. Why? A. Because we are using existing Equipment 
which is operated daily on another circuit, which does not 

* i 


i 
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involve any additional power or tube expense, or any other 
auxiliary equipment associated with it than it uses at the 
present time. The same personnel attend to it that attend 
to it at present. I can not see any place for increased oper¬ 
ating expense. If there is any, it certainly would be very 
inappreciable. 

Q. What increase in receiving station operating expense 
would be involved? A. The same answer, with the excep¬ 
tion of a few small vacuum tubes that might be needed in 
addition. 

Bv Mr. Kern: 

m/ 

Q. You testified that there would be some additional re¬ 
ceivers put in, didn’t you? Excuse me. A. (No answer.) 

By Mr. Wozencraft: 

Q. Would it require you to divulge confidential informa¬ 
tion if you stated how many more European countries you 
could establish direct circuits with without addition of 
transmission station or receiving station operating expense ? 
A. I don’t think so, Mr. Wozencreft, because I could not 
answer your question specifically. It would depend upon 
where the circuits were to be. Each individual case involves 
an operation for itself. 

Q. Shall we take Sweden? A. All right. I don’t 
591 think we would require any additional equipment for 
a circuit to Sweden. 

Q. Or any additional transmitting or receiving station 
equipment? A. There might be a very small amount of 
receiving station, because if you open up a new circuit, you 
at least have to provide separate receiving equipment be¬ 
cause of the different frequencies employed, but that would 
be a very minor expense. 

Q. And if in addition to Norway and Sweden you added 
Poland? A. Well, we might squeeze it in, Mr. Wozencraft. 

Q. And if you went to Germany? A. No, I think that 
would require more capital investment. 

Q. Russia. A. Probably so also. 

Q. Or France. A. Yes, I think so, with these other cir¬ 
cuits you previously spoke of being in the picture. 

Q. England? A. Yes. 

Q. Holland? A. Yes. 
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Q. Belgium? A. Probably so. 

Q. Italy? A. Maybe not. By that time we niight have 
built up to the point where we could have another forked 
service arrangement again. 

592 Q. Spain? A. The same answer? j 

Q. Portugal? A. Same answer. j 

Q. Czecho Slovakia? A. The same answer, j 
Q. When we say increase in transmitting statibn and re¬ 
ceiving station expense, of course we do not include oper¬ 
ating office expense, do we? That is a separate! item. A. 
No, that is a separate item. j 

Q. What percentage of the operating expeijse is the 
operating office expense as a rule? A. With Relation to 
what other expense? j 

Q. With relation to the total operating expense. A. You 
mean the total operating expense? | 

Q. Total operating expense. What percentage of the 
total operating expense is the central office expense? A. 
Well, as compared to the total operating expenses of the 
company, as shown on its balance sheet— j 

Q. (interposing) Yes. A. I couldn’t answer that 
specifically. It would be a reasonable part of thej total. 

Q. Sixty *or seventy-five? A. Oh, no, not that large. 
When I say reasonable, it would not be less thbn five per 
cent. j 

Q. I do not think you understand my question,!sir. I am 
talking about the operating office expense. I am hot talking 
about the transmitting or receiving station expense. 

593 A. Yes. j 

Q. Are you familiar with the operating office ex¬ 
pense? A. I am generally familiar with it, but I do not 
study the subject very much in detail, because otker people 
handle those particular figures, but I refer to them when 
some particular problem arises. j 

Q. You do not know whether or not as a matter of fact 
labor in the central office may be fifty or sixty per cent 
of the total operating expense of a circuit? A. It is possible 
for some specific arrangement of offices or statiohs, yes. 

Q. Now, if times get better, and traffic to Nbrway and 
Denmark increases, it will be necessary to add a hew trans¬ 
mitter for one or the other, will it not, if this application is 
granted? A. Yes, under those conditions. j 

i 

i 

i 
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Q. Which would require an additional set of frequencies? 
A. Perhaps not. 

Q. Do you have transmitters transmitting to diffierent 
points at the same time on the same frequency, Mr. Pratt? 

A. Oh, no. The frequencies used would be different 
from those which would be used on the first set of equip¬ 
ment, yes. 

Q. Then it would require an additional set of frequencies, 
would it not? A. Yes. 

Q. That would mean when that situation should 

594 develop that there would be two frequencies being- 
used to Norway transmitting traffic instead of one, 

would it not? A. Yes. But there would be a whale of a lot 
of traffic in a case like that. 

Q. Certainly one set of frequencies can handle more 
traffic to one point than it can to a number of points, can it 
not? A. Yes. 

’ Mr.W 7 ozencraft: That is all. 

The Chairman: Mr. Kimball? 

Cross examination 
Bv Mr. Kimball: 

Q. What speed of service would you expect to get on this 
circuit, Mr. Pratt? A. Speed of service, did you say, Mr. 
Kimball ? 

Q. Yes. A. You mean in the matter of how fast the words 
are transmitted? 

595 Q. That is right. A. Oh, perhaps 60, 70 or 80 
words a minute maximum. 

Q. On these forked circuits what happens when, for in¬ 
stance, you get transmitting to Copenhagen and you have 
three or four messages for Copenhagen filed in their order, 
and also at the same time there are some three or four mes¬ 
sages destined to Oslo? Is there any hang-up in the Oslo 
traffic? A. If you would happen to be sending to Copen¬ 
hagen when these Oslo messages came in you would wait 
until you finished sending Copenhagen traffic, assuming the 
traffic you are referring is full rate or urgent traffic. 

Q. If you pile up these forks—I believe you gave one in¬ 
stance of the R. C. A. C. which from your observations had 
four forks— A. Yes. 
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Q. (Continuing)—that accumulation becomes more acute 
with the number of forks, does it not? A. If there is a lot 
of traffic, yes, sir. j 

Q. If there is a lot of traffic during the busy portions of 
the day? A. Yes. ! 

Mr. Kimball: That it all. j 

Cross-examination 

Bv Mr. Arnold: I 

» i 

Q. Will the receiving equipment to be installed, as tes¬ 
tified, at a cost of $500, be capable of receiving on more than 
one frequency at the same time? A. Well, the $500 men¬ 
tioned was not intended to cover the cost of all the 

596 facilities required for receiving, but only those which 
we propose to add which we do not already have|. 

In further answer to the question, the receiving equip¬ 
ment which it is intended to allocate to this circuit would be 
capable of receiving on more than one frequency simul¬ 
taneously. j 

Q. How many circuits will be provided from Oslo to New 
York? A. Well, just one. j 

Q. What speed in words per minute will the! circuit be 
capable of operation? A. Well, as far as the Maikay Radio 
facilities are concerned, the equipment is capable of oper : 
ating at speeds perhaps up to 200 words per minute. 

As to the Norwegian circuit I could not say specifically. 
They, have, I understand, equipment that should be capable 
of a similar speed, but perhaps might not quite attain that 
figure. 

Q. At what speed will it probably be operated? A. I 
should say not over 80 words per minute. j 

Q. If the circuit to Oslo is also operated by Use of one 
transmitter, explain what procedure will be followed if and 
when messages are received for both Oslo and Copenhagen 
at the same time. A. Well, if the operator was confronted 
with two messages simultaneously, one directed to each 
place, he would probably pick up the first one that was con¬ 
venient and send it, and then he would send the 

597 second one. I 

Each message would be preceded by ah indicator 
which would attract the attention of the receiving operator 



352 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

at the foreign end of the circuit for whom the message was 
intended, so that he would get busy and take the message 
down. 

Q. How many points could be added upon the same cir¬ 
cuit before the practice became detrimental to the service? 
A. Oh, quite a few if the volume of traffic on each one w^as 
of a sufficient order so that the aggregate sum of the traffic 
to be handled would not materially delay the transmission 
of messages. 

There are other factors that enter into it. If vou have 
high-grade engineering on both ends of the circuits involved 
at all of these places and transmission conditions are good, 
the technique enables very high speed operation to be more 
or less consistently maintained. Of course, the volume of 
traffic per point could be increased over that which would 
obtain for facilities of lower order of efficiency. 

Q. Did you state the limits within which that practice 
would operate? A. You mean limit? 

Q. As to the question of how many more circuits can be 
commercially operated did your answer indicate the limits? 
A. No, it didn’t, but I might mention an upper limit from 
one practical case which I know of, which has eight foreign 
points receiving from a common transmitter. 

Q. Isn’t it a fact that for each additional circuit operated 
with foreign points an additional receiver is required 
598 to be installed by Mackay irrespective of the Mackay 
transmitting equipment? A. Yes. 

Q. Is that due to the fact that separate individual fre¬ 
quencies are used by each foreign country? A. Yes. 

Q. Do you have any information as to how many fre¬ 
quencies will be used by the Oslo station for transmitting 
to Mackay at New York on this proposed circuit? A. My 
understanding is that they will normally use three fre¬ 
quencies, the same as we propose to use to them, 

Q. Are these frequencies now registered for Norway? 
A. That is my understanding. 

Q. Do you know when they were registered at Berne 
Bureau? A. No, I do not, Mr. Arnold. 

Q. You do not know the frequencies they will use either, 
do you? A. I think I may have that information. I am 
sorry, Mr. Arnold, I have not got it now. 
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Q. Could you obtain that for us easily? A. Yesj. It would 
be information on my knowledge. 

Q. Yes. A. Not necessarily representing just what the 
plans of the administration may be. 

Q. I see. Do you know whether Oslo plans to use these 
frequencies, Norway plans to use these frequencies, only 
for services to Mackay at New York? A. No, I think 

599 thev intend to use them for other services also. 

Q. Do you know to what other points tl^ey will be 
used? A. Well, as I mentioned, in the case of the R. C. A. C. 
circuit there may be one or two of the frequencies that 
would be employed on both of these radio circuits to New 
York, and it is possible that there may be others, but I have 
not informed myself as to the details. Perhaps Mr. Butner 
has some information on it. ; 

Q. You could not testify then as to the effect their 
arrangement will have upon the service to the public, delay 
and so forth? A. No; except I understand they are pre¬ 
pared to make additions to their plant, if necessary, to pro¬ 
vide what would constitute a satisfactory service. 

Q. You are not informed as to what additions! A. Well, 
I heard just recently that the Norwegian Administration 
has consulted a number of manufacturers of rajdio trans¬ 
mitting equipment looking for quotations. Thaj is an in¬ 
dication perhaps of what they have in mind. 

Q. Mr. Stone expressed an intention of expanding the 
Mackay Radio telegraph service to several other European 
points, if possible. Will not this require Mackhy to sub¬ 
sequently apply to this Commission for additional fre¬ 
quencies? A. It may be if the expansion becomes suf¬ 
ficients intense. 

Q. In your opinion would additional frequencies 

600 be available? A. I think in reasonable number they 
would be. 

Q. Is not there a tendency that more circuits will require 
more frequencies? A. Yes. 

Q. Do you have any idea as to where these additional 
frequencies could be obtained? A. Well, some of them can 
be obtained from those now assigned to the companies 
through rearrangement of existing services, the use of 
forked service as being an example, and I thipk perhaps 
some reallocation system may come around in thb course of 
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time, based upon improvements in the art generally, which 
would make it possible to reduce the interval between fre¬ 
quency station assignments. I think there is still more to 
be worked out in the matter of use of factors such as 
geographical location, geographical separation, in the 
sharing of frequencies by different organizations. 

Q. How many frequencies does Mackay have assigned to 
it for point-to-point service? A. At the present time a total 
of 97. 

By Mr. Kern: 

Q. That is domestic and foreign for both companies? 
Excuse me, Mr. Arnold. 

Mr. Arnold: Yes. 

A. The total for all services except ship-to-shore. 

Bv Mr. Arnold: 

* 

Q. Can you name the total number of active radio-tele¬ 
graph circuits to foreign points from Sayville and Brent¬ 
wood, operated at the present time by Mackay 
601 Radio ? 

The Witness: Would you please read the ques¬ 
tion? 

(The pending question was thereupon read by the re¬ 
porter.) 

A. Yes. Around 12, Mr. Arnold. 

Q. Will the proposed radio circuit to Norway be subject 
to interruptions because of natural disturbing conditions, 
such as magnetic storms occurring from time to time? A. 
Yes, indeed. 

Q. During such interruptions how will the traffic to Oslo 
be handled by Mackay Radio? A. We turn it over to our 
associated cable company. 

Q. Does Mackay have any frequencies below 100 kilo¬ 
cycles? A. It has one assigned at Sayville, and a number 
on the Pacific Coast, assigned to the California Company. 

Q. Do you expect to use any of those frequencies in the 
transatlantic service? A. No, we have made no plans to use 
anv of them. 

Q. And none in particular to Oslo? A. No. That is for 
the immediate future, Mr. Arnold. 
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Q. Mr. Stone in his testimony spoke of the frequency 109 
kilocycles as being indicated it might be available for this 
service. Do you know if that is a fact? A. Well, I casually 
mentioned to Mr. Stone the other day that particular fre¬ 
quency, because at one time, as I recall it, it was ip a band 
which had been internationally allocated for both mobile 
and fixed services. I have not investigated! the fre- 
602 quencies. I just mentioned it to him in conversation, 
which is perhaps why he mentioned it in his testi¬ 
mony. And it may not perhaps now be available for point- 
to-point service. As I say, I have not consulted the situa¬ 
tion with respect to that frequency for some time. j 

Q. You could not say and you would have no reason to 
question the statement that was assigned to the Coastal 
service? A. No, I would have no reason to question it. I 
would say if that is the case some change has occurred since 
I last examined the situation. 

Q. Are any of the Mackay point-to-point transmitters at 
Sayville or Brentwood capable of being used to send more 
than one message at the same time? A. Well, I think you 
were trying to indicate the possibility of what wd know as 
multiplex operation, and if that is the interpretation we * 
have not. 


Q. You do have transmitters which can be used to send 
more than one message at the same time? A. l^ot simul¬ 
taneously, no, sir. j 

Q. Are any of the Mackay receivers used fori point-to- 


point service capable of being used to receive riiore than 
one message at the same time? A. They might bd made so, 
but our plant does not have any such setup at the present 
time for normal operations. 

Q. Can you answer the same question with reference to 
traffic office automatic transmitters and recorder^ and wire 
control lines? A. No. Each particular dlement of 
603 the items, of apparatus and facilities you have men¬ 
tioned are only used for sending one message at a 
time. I 


Q. Can you make any further statement with reference 


to technical facilities which are now available, or which will 


be made available in. Norway, to provide that for either of 
the proposed radio-telegraph Oslo-New York circuits? A. 
I can make one additional statement that comes to my 


i 
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knowledge, that the Norwegian Administration has inten¬ 
tions in the immediate future of establishing a receiving 
station near Oslo, because the one that they now have is 
small, and is considered inadequate for expansion. Such a 
new facility, if constructed by the Norwegian Administra¬ 
tion, should be beneficial to the improved operation of this 
proposed radio circuit. 

Q. Do you confirm the fact that the New York-Oslo Great 
Circle path or route passes closer to the north magnetic 
pole than any transatlantic radio circuit now operated, or 
previously operated by Mackay Radio? A. Yes. 

Q. Is it possible for you to state on the basis of ex¬ 
perience what interruptions you expect there? A. 1 would 
expect more interruptions on that circuit than on other cir¬ 
cuits, with the factors being equal, which have their Great 
Circle propagation path so close to the North Pole. 

Q. What has been the experience of your company in re¬ 
gard to the operation of the Copenhagen circuit with re¬ 
spect to interruptions caused by magnetic storms or sim¬ 
ilar natural disturbances? A. I would sav that cir- 
604 cuit is more affected than our other European 
circuits from that cause. 

Q. How manv diversions did vou have last vear for that 
reason? A. I don’t know. There have been some. I don’t 
know that we even have a tabulation of them available, 
but if we have I have not examined it, Mr. Arnold. 

Q. Do you know whether R.C.A. has a frequency below 
100 which can be operated on this circuit? A. Yes, I know 
that they have. 

Q. Does that mean they will be able to give somewhat 
more reliable service than your company will be able to 
give ? A. I would say that they might be able to give more 
reliable service over their radio circuit than we could give 
over our radio circuit. 

Q. What other means would you have of handling the the 
messages? A. We would turn them over to our associated 
cable company in case the circuit couldn’t handle them. 

Q. Would that service be equally reliable with the radio 
service of R.C.A. on the low frequency? A. I think gen¬ 
eral 1 v that it would. 

Q. Would it be as fast as the R.C.A. service? A. Probably 
not. 
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Q. There would be a considerable difference in the speed 
of the two circuits, would there not? A. Well, I would say 
the cable circuit, generally speaking, would have a 

605 much higher rate of speed than the low frequency 
circuit of R.C.A.C. you mentioned, but I don’t know 

what the capabilities of speed are with the R.C.A-C- equip¬ 
ment. I can only speak of the speeds that I have heard 
them utilize. j 

Q. There would be the necessity for manual relay on the 
cable circuit, would there not? A. Oh, yes. It islmy under¬ 
standing thev have manual cable relays. | 

Q. Do you know what the difference in speed would 
amount to; would it be as much as ten minutes ? It might 

perhaps, yes. j 

Q. That circuit then would not serve for urgept messages 
during a time of interruptions? A. Well, I wouild say that 
if there was a delay of ten minutes that the urgetat message 
would move that much slower. j 

However, I think that, generally speaking, the times when 
you want to send urgent messages occur generally at hours 
when vou have the least element of risk in the matter of 

m/ 

interruptions due to magnetic conditions. Those! conditions 
—I think I am correct in saying—occur generally during 
hours when there is no business activity. | 

Q. Normally an urgent message is handle^ by your 
company in something less than a minute; is th^t right? A. 
Yes, unless the message is a very long one, and they usually 

are short. | 

Q. Do you as an engineer believe that ybur present 

606 frequencies behrw 100 kilocycles used in! California 
are of any value as commercial transatlantic tele¬ 
graph channels? A. Yes, I think some of them fire. 

Q. Approximately how many? A. I would sjay that of 
the 12 that we have assigned to the California! company, 
that they would all be useful for such a purpose, but some 
would probably be more useful than others, and then there 
is also the question of selecting one with reference to other 
frequencies used by other organizations with respect to the 
location of their station, the possible interference. So that 
taking all those factors into consideration there is no doubt 
that some of those frequencies would be more suitable than 

others. 
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Q. Do you know approximately how many simultaneous 
telegraph circuits for transatlantic service are available 
for public message traffic through facilities of the Commer¬ 
cial Cable Company and connecting carriers to Oslo, 
Norway? A. No, I do not. 

Mr. Arnold: Thank you. That is all. 

The Chairman: Any further questions of Mr. Pratt, Mr. 
Kern? 

Mr. Kern: Yes, I have one or two. 

Redirect examination 
By Mr. Kern: 

Q. Mr. Kimball asked you questions with regard to which 
message you could handle first if you had one for 

607 Oslo and one for Denmark. In the problem of 
transmitting on a single strand cable they have to 

decide, when they have got one message for each of the same 
places, for Oslo and Denmark from London, the connecting 
carrier would have to decide which message would go first, 
would they not? A. Yes. 

Q. And probably the channel would be a single strand 
cable, would it not? A. Oh, yes, sir. I was talking about 
with respect to a single contact, not with respect to a fast 
message. 

Q. It would be immaterial as to the number of circuits 
which you had by cable to London if you were limited by 
the number of cables from Oslo to London, and vou have 
to determine the full movement of the capacity together? A. 
The capacity is determined by the proportion. 

Q. By the bottle neck? A. That is right. 

Q. You stated magnetic disturbances did not normally 
occur during principal business hours. That is from 8 to 
11 o’clock, is it? A. I meant the effect would be less severe 
during those hours. 

Q. That is during those hours? A. Yes, sir. 

Q. Is there any loss in changing from high fre- 

608 quencv to low frequency, or to long wave length? A. 
No, if you have your station supervision properly or¬ 
ganized. 

Q. You said something about transmitters not being 
equipped for multiplex. If multiplex transmission by radio 
becomes practicable would your existing transmitters be 






I 


. I 

FEDERAL COMMUNICATIONS COMMISSION, ET AL. 359 

adapted to that, or would it be necessary to scrpp them en¬ 
tirely and use entirely a new transmitter? A. Oh, no. I 
would say 98 per cent of them could be utilized for that 
service with the addition of the necessary frills to provide 
that method of operation. ! 

Q. Let me ask you a question in this way: |Eow many 
hours of a day is it impossible to communicate With a short 
wave to Oslo? Is it a matter of hours or of comparatively 
short periods? A. I think, generally speaking, although I 
have not made a specific study of the performance on the 
Copenhagen circuit, which would be a guide, that the aver¬ 
age interruption is inclined to be of short duration. But 
there are occasionally and at rather infrequent intervals 
interruptions which may last for several hours. Those that 
have been called to my attention of recent date have oc¬ 
curred largely at night time. j 

Q. That does not occur every day, though? A. No. 

Q. That there would be an interruption of ^,n hour or 

anything of that kind ? A. It is whenever they get one of 

these extra ordinary sun spots conditions, which 

609 onlv occur at intervals. 

* ! 

Q. During 90 or 95 per cent of the time your 
service would be equivalent in every way to |the R.C.A. 
service; is that the status, or what percentage !is it of the 
time that would be true? A. I think those percentages I 
would accept as reasonable. But, as I say, I ha\je not made 
an analysis of the Copenhagen circuit, and it might work 
out some other percentage, but not very far froijn those fig¬ 
ures. 

Q. If you had a volume of business during the other per¬ 
iod necessary to come back and ask the Comrnission for 
additional wave lengths which required the installing of 
additional equipment, you would be ready to do that? A. I 
think the position of our company is when we setj out to give 
a service it is intended to be the equivalent of thpt which ob¬ 
tains through other routes. If something intervenes to 
make that position unattainable we would tak^ whatever 
steps were necessary to achieve that end, which plight mean 
more plant. 

Q. Norway is handicapped the same as anyone else about 
magnetic storms, I take it? A. Oh, yes, and perhaps more 
so. 
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Q. The quality of service by radio would be the same 
over the Mackay Radio circuit as it would be over R.C.A. 
circuit? A. I would say so, generally speaking; yes. 

Q. And the transmitting apparatus we have is as efficient 
hs Norway can give in your opinion? A. Yes, I think 

610 so. 

Q. And there is no substantial difference in the 
service to be rendered over those two circuits, the Mackay 
circuit to Norway and the Oslo circuit to Norway, in your 
opinion? A. Except for that small percentage of the time 
where magnetic storms might interfere with us, assuming 
of course there are facilities on the other circuits for fre¬ 
quencies at both ends below 100 kilocycles. 

The Chairman: Just a moment. Will you read Mr. 
Kern’s question back? I do not think it was clear. 

(The foregoing question was thereupon read by 

611 the reporter.) 

Mr. Kern: I mean the R. C. A. circuit to Norway 
in your opinion. 

The Chairman: Yes. 

Bv Mr. Kern: 

Q. The answer is the same ? A. I heard what you meant 
to say. 

Mr. Kern: That is all. 

The Chairman: Mr. Wozencraft, do vou have any further 
questions? 

Mr. Wozencraft: Yes, sir. I can finish very briefly 
though. 

The Chairman: I take it we can probably finish with Mr. 
Pratt this afternoon? 

Mr. Wozencraft: Yes, very easily. 

Mr. Kern: I would appreciate it if we could. Mr. Pratt 
is not going to stay here if we can finish with him tonight. 

Recross-examination 

By Mr. Wozencraft: 

Q. You base your statement as to the percentage of the 
time that short vrave communication with Oslo mav be in- 
terfered with by magnetic storms on what, Mr. Pratt, obser¬ 
vation or experience or estimate or theory? A. I should say 


i 
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i 

estimate based upon some observations at scattered inter¬ 
vals. 

i 

Q. You do know, do you not, that a substantial portion 
of the time it is necessary to use the loiig waves to 

612 get through? A. I don’t know to what extent, Mr. 
Wozencraft. I have not made observations on any 

basis of continuity to determine what you people do in that 
regard. j 

Q. How much would low frequency equipment cost, if 
you care to make a statement? I do not want confidential 
information. A. Well, it would cost quite a considerable 
amount,. Mr. Wozencraft. 

Q. You referred to 80 words a minute as beitig the max¬ 
imum speed at which the proposed Mackay Oslo circuit 
would be operated. What kind of words, message words? 
A. Yes, message words, but in counting words at that rate 
of speed we count everything that passes ovef the line. 

Q. Let us call it paid words, then. A. No, not'paid words. 
Q. How many paid words? A. Perhaps half that num¬ 
ber, maybe even less. j 

Q. Maybe even less. You do know, do you not, that the 
short wave portion of the frequency spectrum used in in¬ 
ternational communications is verv badlv crowded? A. It is 
in some spots, Mr. Wozencraft, lesser in others. 

Q. The spots where frequencies would be useful in com¬ 
munication between Unted States and Norway are badly 
crowded, are they not? A. I think probably jthe favored 
ones are, yes. i 

Q. You spoke of the bottleneck beyond London trans¬ 
mitting cable messages from the United States. 

613 Mr. Kern: I spoke of that. j 

A. Counsel used that term. i 

i 

Bv Mr. Wozencraft: ! 

•J 

i 

i 

i 

Q. Do you agree with the term? A. Yes. I 
Q. What do you mean by a 4 ‘bottleneck”? A. Well, an¬ 
other way of saying it is a chain is no stronger than its 
weakest link. 

As a practical example, if we had 10 wires between San 
Francisco and Chicago, one wire between Chicago and 
Buffalo, 10 more wires between Buffalo and Nqw York, and 
those were all that were available for communication be- 


i 

i 
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tween those cities I think some limitation would occur in 

the amount of traffic which could be handled bv reason of 

* 

there being only one wire as a part of the chain of commu¬ 
nications available. 

Q. You are familiar, are you not, with the schematic 
charts published by the Berne Bureau, the last edition being 
October, 1935? A. I know they publish some such charts, 
but I have very little occasion to consult them, Mr. Wozen- 
craft. 

Q. I show you Chart 3. Is it not true beyond London 
there are two cable routes quite directly into Oslo, and that 
in addition to that there are two more cable routes into 
Sweden, which has excellent wire communication with Oslo? 

A. Well, I assume that the cables exist, since they are 
published by an authority, but I don’t know that the cables 
are all in good operating condition, Mr. Wozencraft. 

Q. You do not know that they are not either, do 
614 you? A. No; I don’t know either way. 

i Q. Four cables make a pretty big neck of a bottle, 
don’t they? A. If they are in good condition, yes, but I do 
not know as to what the conditions are there. 

Mr. Wozencraft: That is all. 

The Chairman: Mr. Kimball? 

Recross-examination 
By Mr. Kimball: 

Q. In answer to a question of Commission counsel, Mr. 
Pratt, you stated, I believe, if there was a breakdown in 
radio service that a delay would be occasioned to urgent 
messages, is that right? A. Yes. 

Q. This urgent message problem is not very important, is 
it, so far as Norwav is concerned? A. I don’t think it is, 
Mr. Kimball. 

Q. In the schedule that was filed here by the Radio Cor¬ 
poration of America we find they report for 10 months in 
the eastward direction 11,393 words, out of a total of 
799,163 transmitted, and westbound 4,297 out of a total 
of 914,407 transmitted, or in both directions 15,690 out of 
a total of 1,713,570 words on the whole, and using that as 
representative of the service that Norway and the United 
States require don’t you think the cables give the service 
to w’hich these countries are entitled? A. They probably 




I 


FEDERAL COMMUNICATIONS COMMISSION, ET AL. 363 

give the service that the sender wishes to obtain when he 
routes his message by way of cable. 

Q. It is true, is it not, that the Comme|rcial Cable 

615 Company, as well as the Western Union 1 Telegraph 
Company both give the urgent message cable rate? 

A. It is my understanding they do. 

Q. So that this urgent message business whiclj passes be¬ 
tween the United States and London based upon past 
practice is not of much importance in this picture? A. I 
would say it would be of a lot of importace. It may be that 
the message is so urgent that you would have somebody on 
your neck trying to get an explanation why aj delay was 
occasioned. j 

Q. If you did not have many people sending urgent mes¬ 
sages you do not have many people on your neck, do you? 
A. No, generally speaking. But there must have been a 
good many of those messages from what has been said. 

Q. Probably from one arbitrage firm to another? A. 
Maybe he has a lot of employees, and they would all be on 
your neck. 

The Chairman: Any further questions? (No response.) 
We will adjourn until tomorrow morning at 10 o’clock. 

(Whereupon, at 5:10 o’clock p. m., an adjournment was 
taken until tomorrow, Friday, January 17, 1936, at 10 
o’clock a. m.) 
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618 Before the Federal Communications Comibission 

(Telegraph Division) 

Washington, D. C. | 

January 17, 1936. 

Dockets Nos. 3336 3337 3338 ! 

i 

i 

In the Matter of 

Petition of Mackay Radio & Telegraph Company, Inc., 
New York, N. Y. j 

Application for modification of license: I 

Request to add Oslo, Norway as a point of communica¬ 
tion. | 

The above-entitled matter came on for further hearing 
before the Telegraph Division of the Commission, in Room 
7121, Interstate Commerce Building, at 10 o’clock a. m. 

* I 

Present: Commissioners Irvin Stewart (Chairman) and 
George Henry Payne. 

Appearances: As heretofore noted. I 


Proceedings 

The Chairman: We will resume, gentlemen. 

Mr. Kern, who is your next witness! 

Mr. Kern: Mr. Deegan is the first witness this morning 
for the applicant. j 

Whereupon William J. Deegan a witness called on behalf 
of the Applicant, having been first duly sworn, yas exam¬ 
ined and testified as follows: 

I 

Direct Examination j 

i 

| 

By Mr. Kern: 

619 Q. Will identify yourself for the record? A. My 
name is William J. Deegan. I am vice president of 
The Mackay Companies. 

Q. Mr. Deegan, we have had considerable information 
placed in the record through cross-examination, principally, 
as to The Mackay Companies and its subsidiary cbmpanies. 
I had intended to bring out through you most qf this in- 
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formation, but as it has been principally covered, will you 
just make a short statement at this time as to the organiza¬ 
tion of The Mackay Companies and what it is? A. The 
Mackay Companies is a voluntary association, formed in 
1903, under the law of the State of Massachusetts. The 
Mackay Companies owns 100 per cent of the stock of the 
Commercial Cable Company, and 100 per cent of the stock 
of the companies making up the Postal Telegraph landline 
system; these companies for over fifty years have been and 
now are rendering domestic and international telegraph 
and cable service. The Mackay Companies also owns 100 
per cent of the stock of Mackay Radio and Telegraph Com¬ 
pany of California, 100 per cent of the stock of Radio Com- 
munciations Company, Inc., which latter owns 100 per cent 
of the stock of Mackay Radio and Telegraph Company of 
Delaware. The above make up the system of wire and radio 
telegraphs known as The Mackay System. I need not re¬ 
view here the solid, forthright service which the Mackay 
System has rendered to the American public since its for¬ 
mation. The Mackay System through the years has grown 
into a great world-wide network operating through 
620 different companies or departments, if you will, but 
bound together in a common interest, with the desire 
to give an all-embracing telegraph service, in and from the 
United States, to all parts of the world, by wire, cable, 
radio or whatever other telegraph means are available. 

Q. How long has the Mackay Companies been interested 
in radio? That subject also has been dealt with, but from 
your experience? A. Our interest in radiotelegraph has 
been a continuing one for many years, and rightly so. 

Mr. Stone has described to you how* Mackay Radio has 
expanded, in the face of many difficulties, since its forma¬ 
tion in 1927. As an officer of the Mackay System since 1919, 
I think it germane to this hearng to briefly relate the ef¬ 
forts made by the Mackay System, beginning with the end 
of the war, to develop a comprehensive radio system, as 
showing the importance we have given to the benefits to be 
derived from a coordinated wire-radio service. 

Q. You say you have been an officer since 1919? A. Yes, 
sir. 

Q. How long have you been with The Mackay Com¬ 
panies? A. About 35 years, more or less. 


I 

I 

I 

FEDERAL COMMUNICATIONS COMMISSION, ET kL. 367 

Q. You are vice president of The Mackay Companies? 
A. Of The Mackay Companies. 

Q. How long have you been vice president? A. Since 
1919. | 

The Chairman: When did you say the Mackay Com¬ 
panies were organized? ! 

The Witness: In 1903. | 

621 The Chairman: So that it will be 35 years or less 
rather than more. 

The Witness: I was with the Commercial Cablb company 
before The Mackay Companies were organized. 

By Mr. Kern: j 

i 

Q. Will you proceed? A. The Mackay System was in 
touch with radio developments from their inception. And 
I might state in passing here that our interests were such 
that we made two very important contributions to The 
Radio Corporation, namely Mr. Sarnoff and M]r. Winter : 
bottom, who were at that time with the Mackay System. 

The Federal Telegraph Company, between 1912 and 1917, 
was rendering a radio service between San Frajncisco and 
Honolulu, using arc. American Marconi was also render¬ 
ing radio service between San Francisco and Honolulu with 
spark between 1914 and 1917, when both stations jwere taken 
over by the Navy. American Marconi was also giving some 
transoceanic Atlantic service. The international radio 
service which, however, first attracted outstanding notice, 
was that given by the stations owned by the 'felefunken 
Company of Germany, operating between SayVille, Long 
Island, and Nauen, Germany, by means of the Telefunken 
alternator. j 

These stations were operated between the tim0 Germany 
entered the War in 1914, until the entry of the United 
States into the War in 1917, when the Sayville station was 
taken over by the Navy Department. Of coursej, all of the 
foregoing stations were using long wave, and installation 
and operating costs were very heavy and static was 

622 a discouraging factor. ! 

In 1919, the Radio Corporation of Arperica was 
formed, and acquired all the tangible assets in the United 
States of the Marconi Wireless Company of America. A 
series of cross licensing and manufacturing agreements 
were soon thereafter entered into by R. C. A., General 

i 

i 

i 

i 

i 
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Electric, A. T. and T., Western Electric, Westinghouse, and 
United Fruit, all of whom controlled important patents in 
the radio field. 

Mr. Wozencraft: If the Commission please, I object to 
the statements bv this witness as to cross licensing and 
patent arrangements. It is obviously hearsay and a con¬ 
clusion, and I think is entirely irrelevant in this hearing. 

The Witness: It is all in the report of the Federal Trade 
Commission, a Government publication. 

Mr. Wozencraft: The Federal Trade Commission com¬ 
plaint was dismissed, wasn’t it? 

The Witness: It was not dismissed as to those facts. I 
do not believe you will disagree with the facts. 

Mr. Kern: (Interrupting) Do not argue with the coun¬ 
sel. I will take care of it. 

The Chairman: That is a privilege of the legal profes¬ 
sion. 

Mr. Kern: Mr. Chairman, Applicant’s Exhibit 1 which 
was offered for identification, is the Federal Trade Com¬ 
mission report on the radio industry made by the Federal 
Trade Commission on December 1st, 1923, in response to 
House Resolution 548, 67th Congress, 4th Session. I 
623 merely offered this for identification, certified copies 
from the Federal Trade Commission, in order that 
extracts could be used if necessary. I think it is entirely 
unnecessary to repeat from this in substantial amounts, al¬ 
though I have no objection any one putting in any part they 
like, but the statements that have just been made which re¬ 
late to cross licensing agreements, the organization of the 
Radio Corporation, are contained on pages 3 and 4, and I 
offer—I have had copies made of that particular portion— 
the paragraph beginning on page 3 and reading as follows: 

“The Radio Corporation of America was caused to be 
organized by the General Electric Co., October 17, 1919. 
Its original capital stock was $1,000, but at the first meet¬ 
ing of the stockholders was increased to $25,000,000. On 
December 31, 1922, there was outstanding 3,955,974 shares 
preferred stock, par value $5 per share, and 5,734,000 
shares common stock, no par value. Of this amount the 
General Electric Co. owns 1,875,000 shares common and 
620,800 shares preferred; the Westinghouse Electric & 
Manufacturing Co., 1,000,000 shares preferred; and the 
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United Fruit Co., 160,000 shares common and 200,000 
shares preferred. The remainder is held largely by the 
former stockholders of the American Marcohi Co. The 
companies mentioned are represented on the board of di¬ 
rectors. ' 

On November 20, 1919, the Radio Corporation entered 
into an agreement with the Marconi Wireless Telegraph 
Co. of America, whereby the Radio Corporation issued to 
the Marconi C. 2,000,000 shares of its preferred stock 
624 in exchange for the physical properties, patents, li¬ 
censes, and good will of the Marconi Coinpany.” 

I also offer the next two paragraph reading as follows— 
Mr. Wozencraft (Interrupting): May it plea&e the Com¬ 
mission, if this Commission is interested in going into the 
history of the organization of the Radio Corporation of 
America from its inception, it will take some time, but this 
respondent will be very glad indeed to present witnesses 
concerning the early history of the Radio Corporation. 
Frankly, I do not think that either the applicant or respon¬ 
dent can add anything, certainly either can add very little 
to the knowledge which the members of this Commission in¬ 
dividually already have concerning those facts. 

If the Commission would like to have the facts of record 
in this case—as I say, I do not think it is material—but it 
is a history of which the Radio Corporation and R. C. A. 
Communications, Inc. is proud, and if the subject is opened 
at all by counsel and by the Commission, obviously we shall 
endeavor to give to the Commission what we believe to be 
an adequate statement of that history. j 

I do not see the purpose of it, I think it is immaterial and 
irrelevant, but an exploration of the history and organiza¬ 
tion of the I. T. & T. and the Mackay Companies and the 
R. C. A. may be of interest to the Commission,; and so we 
shall of course have to go into all of them. ! 

Mr. Kern: Mr. Chairman, we only offered! one short 
paragraph here referring to the cros& licensing 
626 agreements, and then we will proceed with the story 
of the corresponding development of Mackay radio, 
but inasmuch as objection was made to a statement of a 
well-known fact that everyone in the industry knows, and 
that we have been up against every day of our lives, Mr. 
Deegan is thoroughly familiar with every bit of it. It was 

i 

i 

i 

i 


i 



370 MACK AY RADIO & TELEGRAPH COMPANY, INC., VS. 

objected to as irrelevant, and as not within the witness’s 
knowledge. He stated where he obtained this information. 
In view of that objection, I only wish to offer these two or 
three paragraphs to show that the witness knows what he is 
talking about. 

The Chairman: Do you feel that this is material to the 
proper development of your case? 

Mr. Kern: Very, very substantially identified with the 
difficulties and handicaps which the Mackay Companies the 
Mackay Radio Company have had in developing radio, and 
directly applicable to the question of the competitive situa¬ 
tion in that development and the situation today. 

The Chairman: You may proceed. 

Mr. Kern: I have only two more paragraphs at the most 
to read. 

The next paragraph, page 3, entitled “Cross License 
Agreements . 9 7 

I might state that in offering these paragraphs on the 
early history which state the capital structure and the cross 
license agreements, I am not offering them as the situation 
today. I realize there have been modifications, modifica¬ 
tions in the cross licensing agreements and modifications in 
capital structure. We are dealing with the competitive sit¬ 
uation in this development, and I am offering them as 
626 the facts that were reported as of that date. There¬ 
fore, this is not intended to portray exactly the situ¬ 
ation as it exists today. 

Mr. Wozencraft: I assume we will be equally free to go 
into the organization of the I. T. & T. and Mackay Com¬ 
panies ? 

Mr. Kern: In so far as it has affected your activity, I 
think we can consider that when it comes. 

‘ (Reading) 11 Cross License Agreements— 

1 i The Radio Corporation has entered into agreements 
with the various companies which own or control practi¬ 
cally all patents covering radio devices considered of im¬ 
portance to the art. The number of patents involved ap¬ 
proximates 2,000. Agreements of this character have been 
entered into with the General Electric Co., Marconi’s Wire¬ 
less Telegraph Co. (Ltd.), American Telephone & Telegraph 
Co. and its subsidiary, the Western Electric Co., the United 
Fruit Co. and its subsidiary, the Wireless Specialty Ap¬ 
paratus Co., The International Radio Telegraph Co., the 
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Westinghouse Electric & Manufacturing Co., an4 the Radio 
Engineering Co. of New York. With certain mipor limita¬ 
tions, the Radio Corporation under these agreements has 
secured an exclusive divisible right to sell and use the radio 
devices covered by the patents involved or by patents which 
these companies may acquire before the terminajtion of the 
agreements. The agreements with the American Tele¬ 
phone & Telegraph Co. and the Western Electric; Co. are to 
terminate in 1930, while the remainder are to terminate in 
1945. Provision is made for the mutual ekchange of 

627 information relating to radio, and, in most instances, 

the Radio Corporation has granted to the other com¬ 
pany a license under its patents to make and use devices 
in the particular field in which the other company is inter¬ 
ested. j 

“The Radio Corporation, under these agreements, is 

made the selling company for practically all rapio devices 
to be sold the public under the hundreds of patents involved. 

The General Electric Co. and the Westinghouse;Electric & 
Manufacturing Co. are to manufacture and to jsell to the 
Radio Corporation only these devices and apparatus, the 
Radio Corporation agreeing that 60 per cent of; its annual 
requirements would be purchased from the General Elec¬ 
tric Co. and 40 per cent from the Westinghouse po.” 

Mr. Wozencraft: May it please the Commisson, may I 
ask as bearing upon these old agreements that counsel, ac¬ 
cording to his own statement does not contend that that is 
the situation today. i 

Mr. Kern: I have already explained that lour whole 
statement deals with the handicaps during this period of 
development of the Radio Corporation. j 

Mr. Wozencraft: I only hope the Comnjiission will 

628 give us as much latitude as in this. j 

The Chairman: The Chair stated his position on 
the opening day of the hearing, that all companies would 
be treated exactly alike. j 

Mr. Wozencraft: Thank you, sir. 

Mr. Kern: Continuing the Federal Trade Commission 
Report on cross-licensing: 

“Until the expiration of the Fleming patents in 1922, the 
Radio Corporation had an absolute monopoly in| the sale of 
vacuum tubes. On the expiration of these patents the De 
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Forest Radio Telephone & Telegraph Co., which had re¬ 
tained a right to manufacture and sell, commenced the sale 
of such tubes to the general public.’’ 

The latter part of that paragraph relates primarily to 
receiving sets. We are not interested in it from the point 
of view of broadcast receiving sets, but inasmuch as it re¬ 
lates also to the use of receiving sets in point-to-point com¬ 
munication during the time, I think the paragraph should 
also be read as it ties in with the story. 

Continuing the quotation: 

44 In the sale of receiving sets the Radio Corporation has 
competition from 17 concerns licensed under the Armstrong 
patents, although their sale of sets for use in conjunction 
with tubes is being contested in the courts at the present 
time. It is contended that their sale and use under the 
present patent situation constitutes an infringement of the 
tube patents of the Radio Corporation, which if upheld by 
the courts will prevent all competition in the sale of 
629 complete sets, since the Western Electric Co. is man¬ 
ufacturing and selling only transmitting apparatus 
for commercial purposes.” 

The next paragraph relates to ship-to-shore communica¬ 
tion, and the next to International communication. I am 
perfectly willing that should be offered. I am perfectly 
willing to offer it later should there be objection, but at this 
time I am merely offering the part which relates to the tes¬ 
timony of Mr. Deegan in view of the objection that was 
raised when Mr. Deegan made his statement which was ob¬ 
jected to. 

The Chairman: The Chair does not understand exactly 
what you have in mind, Mr. Kern. Are you making a sep¬ 
arate offer of what you just read? 

Mr. Kern: No, I merely offer this in evidence taken from 
Applicant’s Exhibit 1 which was offered for identification. 
This certified by the Secretary of the Federal Trade Com¬ 
mission. 

Now I ask that that statement be read slowlv again, which 
Mr. Deegan just read and which was objected to, inasmuch 
as the evidence on which it is based is now in the record. 

Mr. Wozencraft: I am objecting to the admission of the 
portion of the pamphlet entitled Radio Industry read by 
Mr. Kern as immaterial and irrelevant and opening a field 
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which certainly all parties must explore if it is entered into 
at all, and which will take a very substantial hmount of 
time, to no good purpose. However, my objection is for¬ 
mal. If the Commission is interested, I shall bej very glad 
to go into the organization of the history of the Ri C. A. and 
the I. T. T. and the Mackay Company. j 

630 Mr. Kimball: I object on the further ground it 

is a waste of our time to listen to the sam^ thing re¬ 
peated three times within five minutes. j 

Mr. Kern: I will waive the re-reading of the paragraph 

and proceed. j 

Mr. Wozencraft: Will the Chair rule on the jobjection? 
The Chairman: The Chair is a little bit confused as to 
whether you and Mr. Kimball are making the shme objec¬ 
tion. He has the objection on one point, and you to another. 
You are objecting to different things. j 

Mr. Wozencraft: I think we are. 

Mr. Kimball: I think that is true. I 

i 

The Chairman: The objection made by Mr. l^ozencraft 
will be overruled; that made by Mr. Kimball, I Relieve has 
been met by Mr. Kern’s withdrawal of the rereading of the 
paragraph. j 

Mr. Wozencraft: Please note the exception. 

The Chairman: Will you proceed? 

By Mr. Kern: | 

Q. When was the first effort made by the Mackay Com¬ 
panies to enter into the radio field? j 

Mr. Kern: I ask these questions in order tl^at counsel 
may know what the subject-matter of the inquiry is. 

A. The first effort by the Mackay System after the War 
to enter the radio field was in 1920, when we had negotia¬ 
tions with Westinghouse, before its alliance with R. C. A., 
in response to its invitation to us to join with it in the es¬ 
tablishment of a radiotelegraph system. 

These negotiations fell through when Westing- 

631 house joined the radio alliance mentioned above. 
Had the Mackay System entered into ap arrange¬ 
ment with Westinghouse, which became impossible after the 
association of Westinghouse with R. C. A., the Mackay 
System would have been a real factor in the radio field al¬ 
most from the time of the entry of R. C. A. into that field. 

I 

i 
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By Mr. Kern: 

Q. At this point I wish to indicate that Mr. Goldhammer 
will give further statements with regard to this. He has 
the original contracts and offers and letters showing what 
those negotiations were. 

Mr. Deegan, what was your next step in the radio field? 

Mr. Wozencraft: I do not want that last answer to pass 
without formal objection, as waiving it, because that might 
perhaps waive the explanatory statement of Mr. Gold- 
hammer, and I can see no possible connection between ne¬ 
gotiations in 1920 between Westinghouse, not a party to 
this suit, and the applicant here, or any of its brothers or 
sisters or cousins. 

Mr. Kern: I did not intend to foreclose the opportunity 
to make objection at that time. 

The Chairman: Overruled. 

Mr. Wozencraft: Please note an exception. 

By Mr. Kern: 

Q. What was your next step in the radio field? A. In 
May, 1921, after the negotiations with Westinghouse fell 
through, The Commercial Cable Company took a three 
months option on all the stock of a company called Radio 
Communication Company, Inc., a New York corpora- 
632 tion, which had made contracts with the Telefunken 
Company of Germany, providing for the sale by the 
latter to Radio Communication Company of machinery and 
apparatus necessary for the erection in the United States 
of a long wave sending station, and for the exchange of 
radio business between Germany and the United States. 
Under these contracts it was provided that the station in 
the United States must be erected by August of the follow¬ 
ing year. The Commercial Cable Company exercised its 
option of purchase of all the stock of Radio Communication 
Company, Inc., and proceeded with all speed to engage 
radio engineers and patent counsel, survey land for radio 
station sites, secure bids for towers, etc., for all of which 
a substantial sum of money was expended. 

Mr. Goldhammer went to Europe to discuss our entry 
into radio under the contracts we had acquired. He will 
recite to you in some detail the situation he found in Ger¬ 
many. He will also explain the reasons which led to our ne- 
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gotiating with the Germans and R. C. A. for ari extension 
for five years of the time in which to erect a radiP station in 
the United States under the Telefunken contracts. As a 
part of the extension agreement with the Germans, a con¬ 
tract was signed on July 10,1922, between R. C. A. and Pos¬ 
tal, providing for the latter accepting at all its offices in the 
United States all transatlantic messages intended for and 
designated to be forwarded via R. C. A., and for Postal de¬ 
livering from its offices all messages handed to it at New 
York by R. C. A. 

Mr. Kern: We have that contract if anyone Wishes it in. 
the record. 

Mr. Wozencraft: I would like to see it. 

633 Mr. Kern: I think the substance of it is stated, but 

if anyone wishes to put the contract itself in the rec¬ 
ord, they may. I am merely trying to shorten the proce¬ 
dure without reading the whole of it. Here is the contract, 
Mr. Wozencraft (handing paper to counsel). 

By Mr. Kern: j 

Q. Will you state what the effect of this contract and the 
importance of that contract was at that time in j connection 
with the Mackay Radio developments of the ftature? A. 
The far-reaching import to R. C. A. of this contract should 
be especially noted here. It gave it for the fir^t time ac¬ 
cess to the whole of the United States for the collection and 
delivery of transatlantic radiograms, at the regular land¬ 
line rates for international business. By contrast, it is to 
be noted that for Pacific Ocean points where Western Union 
had no cables, the latter accepted routed R. C. A. business 
at its offices for such points only on the basis pf charging 
R. C. A. a percentage of the tolls, in addition to the regular 
land line toll. The action of the Postal System in throwing 
open its land line system to R. C. A., in competition with its 
own cables, is an outstanding instance of the help which the 
Mackay System gave to the development of radio in the 
United States, and of its sincere desire to coordinate radio 
and cable services. 

Mr. Wozencraft: In view of the statement which the 
witness has made, that might be better for the contract to 
be in, and if counsel offers the contract, I ask fc^r a copy of 
it. I would like to have it now. 
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Mr. Kern: I offer as Applicant’s Exhibit 25 the 

634 original of a contract between Radio Corporation of 
America, Postal Telegraph-Cable Company, dated 

July 10, 1922. I ask leave to withdraw this original and 
substitute two copies. I ask that the original be marked 
and that the two copies be admitted as our exhibit. 

The Chairman: The exhibit will be admitted and permis¬ 
sion to withdraw for that purpose is granted. 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 25, Docket Nos. 3336, 
3337 and 3338,” and is filed with the transcript in the pos¬ 
session of the Commission.) 

Mr. Kern: My attention has been called to the fact that 
this contract is published on page 264 of the Federal Trade 
Commission report No. 23. I believe all of the counsel have 
that. 

Mr. Wozencraft: I don’t know whether I have or not. I 
would like to have a copy of the contract that is introduced, 
anyway. I would like to compare it if nothing else. 

By Mr. Kern: 

Q. Did the R. C. A. recognize this as beneficial to them at 
the time ? 

Mr. Wozencraft: I object to that as a conclusion and ask 
that the facts be stated. 

Mr. Kimball: I object to that also. 

Mr. Kern: I believe the other day that extracts from the 
annual reports were admitted by reading into the record, 
on waiver of objection as I understood counsel had no ob¬ 
jection to reading extracts from the annual report. I ask 
that there be read into the record and admitted— 

635 Mr. Wozencraft (interrupting): May I see it be¬ 
fore you read it into the record? 

Mr. Kern: Yes. I offer a sentence from the annual re¬ 
port of the year 1922 of the Radio Corporation of America. 

Mr. Kimball: I would like to see the annual report. 

Mr. Wozencraft: If you are going to put it in, suppose 
you put in the whole paragraph? 

Mr. Kimball: I object to that on the ground it is puffing 
talk and not evidence. 

The Chairman: The objection will be overruled. 


i 
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Mr. Wozencraft: Let us keep the record clearJ I did not 
ask for any of it, but I asked if you put in any of it, will you 

put in all of it? j 

Mr. Kern: Mr. Wozencraft requested that if we put in 
the two sentences which I was about to read of a certain 
paragraph, that I put in the whole paragraph so as to show 
the context; therefore I am reading the whole paragraph 
from the annual report of the Radio Corporation of Amer¬ 
ica for the year 1922: _ j 

“In 1921, your Corporation had in operationiacross the 

Atlantic, five radio circuits with four connecting foreign 
companies and telegraph administrations in Europe fur¬ 
nishing a comprehensive communication service to and 
from the City of New York, but your Corporation was un¬ 
able to extend this service to points in the interior of the 
United States because of its inability to work out with the 
land line telegraph companies a reasonable arrangement 
for the distribution and collection of such messages. In 
September, 1922, with six transatlantic circuits in 
636 operation, your corporation entered into an agree¬ 
ment with the Postal Telegraph-Cable! Company 
which extended the advantages of ‘RCA’ international 
radiogram service to all parts of the country. It provides 
for the delivery through the Postal Telegrapt offices of 
radiograms originating in Europe, Western Asig or Africa 
destined to points in the interior of the United States. It 
further provides that which is more important,—for the 
acceptance at all Postal Telegraph offices throughout the 
United States of radiograms intended for transmission ‘via 
RCA’ over the transatlantic circuits of your Corporation to 
Europe, Western Asia or Africa.’’ | 

Now, the next sentence that I would have read Separately: 
4 4 By this arrangement, the extensively and highly or¬ 
ganized land line system of the Postal Company became 
linked with your transatlantic radio system, thereby offer¬ 
ing to every city and hamlet the opportunity to ijise at radio 
rates this most modern and rapid means of communication. 
Since the execution of this agreement the volume of traffic 
handled by the 4 RCA-Postal Service’ has steadily grown.” 

By Mr. Kern: | 

I 

Q. When did the Mackay companies first consider enter¬ 
ing into the short wave radio field? A. During the period 





378 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 

when the extension of time in which we had the right to 
erect a station under the Telefunken contracts were run¬ 
ning, short wave began to loom on the horizon and the ama¬ 
teurs were having considerable success in this direction. 
We, therefore, watched the situation and marked time so 
far as exercising our rights under the German con- 

637 tracts were concerned, because these gave us only 
long wave stations. 

During 1926, British Marconi inaugurated the Marconi 
Beam System or short wave, and the following year a cir¬ 
cuit was installed between London and New York. This 
method marked a revolution in the radio art, both as to cost 
and efficiency. It was this short wave development that 
finally decided us not to exercise our right to erect a radio 
station under the extension of the Telefunken contracts, 
but to seek a way into short wave radio, although the out¬ 
look was not bright. 

Q. What was the next step taken by you? A. Early in 
1927 negotiations were opened up by Mr. Mackay with the 
Federal Telegraph Company of California, as heretofore 
discussed by Mr. Stone, which negotiations were finally con¬ 
cluded in August of that year, and led to the formation of 
the Mackay Radio Companies. The rapid development of 
Mackay Radio from that time on has already been de¬ 
scribed to you by Mr. Stone. 

Q. Mr. Deegan, will you explain why the Mackay Com¬ 
panies was interested in the development of radio ? A. Be¬ 
cause radio circuits are not to be thought of in terms of 
competition in radio as against wire, but in terms of com¬ 
petition in communications, of which radio and wire are 
simply component parts and simply means of accomplish¬ 
ing the same large and, namely, telegraphic communica¬ 
tions. 

The importance of radio in a well rounded communica¬ 
tions service is not only because it reaches directly points 
which can not be reached by a cable company with 

638 its own lines, that is without using connecting car¬ 
riers such as Norway, Sweden and Poland, but also 

we must take into consideration the inevitable tendencv for 
foreign government administrations to favor their radio 
systems because of the greater evenue they receive there¬ 
from, as compared with messages sent by cable. In sub- 
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stantiallv all radio circuits where one end is owned by an 
American company and the other end is owned by a foreign 
administration, the division of tolls averages 50 per cent to 
the owner of each end of the circuit. Not onlv is it natural 
for administrations to insist on the use of radio where they 
have a direct financial interest but the tendency since the 
World War is for each nation to favor as far as possible its 
own National against foreign interests, and eyen in the 
cases where the radio station in the foreign country is 
owned by private interests there is the tendency to encour¬ 
age the use of radio against the cables. The consequence 
is that the cable routes, especially in certain countries, have 
been and are losing traffic to radio, as Mr. Goldhjammer will 
show in his testimony. Therefore, if all American tele¬ 
graph agencies, except R. C. A. C., are debarred from ex¬ 
changing radiotelegraph business with other countries, it 
follows that the continued and increasing diversion of busi¬ 
ness from competing systems which do not have the use of 
radio will weaken them financially to the point where the 
American public is in danger of finding that competitors of 
R. C. A. C., on whom the public are dependent for efficient 
international communication service, are no loilger able to 
give adequate service by radio or cable.! The Mac- 
639 kay System has invested a large sum in fadio and if 
it is denied the use of radio to countries with which 
R. C. A. C. has circuits, its position in the international field, 
whether by cable or radio is in jeopardy. 

Q. What is the effect of your competitor R. 0. A. C. hav¬ 
ing the only radio circuit to any country where you are not 
able to establish a direct radio circuit yourself! A. An R. 
C. A. C. exclusive position in foreign countries not only af¬ 
fects our international business, but the revenues of our 
domestic landline and inter-city radio are similarly affected. 
If because of an exclusive radio position in foreign coun¬ 
tries all telegraph messages destined from suih countries 
to the United States are delivered by R. C. A. C. or West¬ 
ern Union, the effect on Postal-Mackay Radio! is not only 
a loss of business and tolls in one direction, but gradually 
becomes a loss in both directions. The tolls for domestic 
haul on international messages are an important item in the 
revenues of our domestic companies, amounting to about 
$1,300,000 a year. In fact, and this is very fundamental in 


i 
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this case, the Mackay System is dependent to a much 
greater degree on the revenues from its international busi¬ 
ness than Western Union. 

Q. Roughtly, what proportion does the international 
business of the Mackay System bear to its total revenue? 
A. For ten months of 1935, the Mackay System’s per cent 
of its international revenues to its whole revenues was 21.44 
per cent whereas Western Union’s was but 7.99 per cent. 

Mr. Kimball: I object to that unless the basis upon 
which the computation was made is put in the record. 

640 Q. Were these taken from official reports filed with 
the Commission? A. Official reports. 

Mr. Kern: And it was merely a matter of calculation 
from those reports, and I think it is proper. 

Mr. Kimball: I will take it subject to correction. 

The Witness: This will give an idea as to the vital im¬ 
portance of our not being frozen out of the international 
picture. 

Mr. Kern: We can make the calculations. We have 
them here, but I was trying to save the time of the Com¬ 
mission. 

Mr. Kimball: We will accept it subject to correction. 

The Witness: On the other hand, in its Annual Report 
for the year 1922, the Western Union, in speaking of the 
effect of radio on their communication revenues, stated: 

“Whatever way the question may be decided, and re¬ 
gardless of the downward trend of rates, it should be borne 
in mind bv Western Union shareholders that more than 90 
per cent of the income available for dividends in 1922 came 
from their nationwide system of land services. ... In fine, 
if there had been no net income from the cables in 1922, the 
Company’s net income would not have been materially re¬ 
duced.” 

Q. Will you describe the relative business of the Mackay 
Systems to other systems of communication? 

Mr. Kern: There was discussed a reference here the 
other day in which pecentages of different types of busi¬ 
ness were requested, and I want to give the informa- 

641 tion in the record in the direct testimony. 

Mr. Kimball: Before he gives it, I would like to 
know the basis and the source of the information before it 
goes in the record. 
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Mr. Kern: The source of information on oUr own, you 
have no question on? 

Mr. Kimball: Not at all. j 

Mr. Kern: As to the figures taken from thd reports of 
the F. C. C., you do not demand the figures and the calcu¬ 
lation made now? I 

Mr. Kimball: No. j 

I 

Mr. Kern: There is only one other statement which I 
show you and ask you if you have any objection to it. 

The Witness: Those are also taken from reports of the 
F. C. C. | 

Mr. Kimball: May I have the question read ? 

I 

j 

(The question is repeated.) | 

Mr. Kimball: Do you mean by that, American communi¬ 
cation companies ? I 

Mr. Kern: Whatever he covers here. That is only what 
is covered, and the next statement is American <bommunica- 
tion companies. j 

Mr. Kimball: We have a French company doing busi¬ 
ness between the United States and Europe. ! 

The Witness: Operating between the United States and 
other countries, or within the United States. 

Mr. Kimball: I have no objection to the statement if the 
figures were taken from figures filed with ^he F. C. C. 
642 Mr. Kern: Subject to correction. 

i 

By Mr. Kern: | 

Q. Now, will you proceed Mr. Deegan? A. The Mackay 
System furnishes a nation-wide domestic wire^ cable and 
radio telegraph service. Postal Telegraph as of December 
31, 1935, had 1,826 main offices, as compared with 4,028 
main and branch offices of Western Union as of December 
31,1934. In addition to this Postal had 732 railfoad offices, 
operated on a commission basis, as compared jwith 17,012 
railroad offices of Western Union. In addition Postal had 
1,918 commission offices giving complete Postal services, 
and 12,500 commission agency stations operated by air, bus 
and oil companies. ! 

According to reports filed with the F. C. C. for the ten 
months ended with October, 1935, the total radio business 
done by all radiotelegraph companies operating in the 

I 


i 

i 
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United States and between the United States and foreign 
countries is $6,573,100, of which Mackay Radio does $1,503,- 
169 and R. C. A. C. does $4,183,379. It will be seen that the 
total business of Mackay Radio is more than one-third of 
that done by R. C. A. C. 

In the cable field the total business done by the three cable 
companies operating between the United States and Europe 
for all classes of traffic to all countries, not limited to Eu¬ 
rope, in the same period as above, aggregated $8,501,656, 
divided Western Union $4,873,663, Commercial Cable $3,- 
353,333, French $274,660. 

In short, the Mackay System is offering telegraph cable 
and radio service to the American public at 16,976 
643 offices or stations in the United States and is doing 
22 per cent of the domestic telegraph business, 23 
per cent of all the radio business done by all American com¬ 
panies operating in the United States, ship-shore, and to 
foreign countries, and 40 per cent of the business done by 
the three cable companies operating between the United 
States and Europe. 

The Chairman: One question with reference to those 
figures. You compared Mackay Radio & Telegraph at one 
place with R. C. A. C.? 

The Witness: Yes. 

The 1 Chairman: Did the Mackay Radio & Telegraph 
figures there include ship-to-shore figures? 

The Witness: Yes. That is all of their figures. 

The Chairman: And the R. C. A. Communications does 
not include radiomarine? 

The Witness: No, it does not. 

Mr. Kern: Are you sure of that? 

The Witness: I would like to check it. (Examining 
paper) Yes, the R. C. A. includes radiomarine traffic. 

The Chairman: So your statement should not have been 
confined to R. C. A. Communications ? 

The Witness: No. 

Mr. Wozencraft: Does it include domestic radio of R. 
C. A.? 

The Witness: Yes. 

Mr. Wozencraft: You said these were foreign figures 
you were giving. 

The Witness: These figures of the R. C. A. includes their 
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644 foreign business and the radiomarine j and their 
point-to-point. All R. C. A. C. and all R. C. A. 

marine. ! 

Mr. Wozencraft: But including R. C. A. of tlje domestic 

system? j 

The Witness: Right. j 

Mr. Wozencraft: Your testimony said that you were 
giving testimony only as to the foreign. 

Mr. Kern: No. In the statement at the beginning he 
said he was speaking of the foreign field, but the figures 
give both domestic and foreign broken down on the differ¬ 
ent units. 

Mr. Kimball: The record will show. 

Mr. Kern: The other day, questions were asked by R. 
C. A. of Mr. Stone in connection with the Pacific financial 
arrangements of The Mackay Companies. I stated at that 
time that an officer of The Mackay Companies would be 
here and would be ready to testify in connection with any¬ 
thing that R. C. A. wish to introduce, and which the Com¬ 
mission would take. These Pacific financial arrangements 
are all on file with the Federal Communcations Commission. 
They were on file with the State Department flrior to the 
organization of the Commission. They contain financial 
agreements not only between The Mackay Companies, not 
any of the operating subsidiaries so far as financial arrange¬ 
ments are concerned, but financial arrangements between 
the Northern Telegraph, Eastern, Eastern Extension, and 
two or three other companies, and at one time the Chinese 
Government itself. They are confidential arrangements 
which I would not wish to put in the record. 

645 If counsel on the other side insists on this, I will 
ask a reservation of the Chair, and if thby rule that 

they go in, we are willing to go into them as fjully as the 
counsel on the other side insists and as fully a^ the Chair 
will sustain them in that incidence. 

These agreements were drawn in 1904 and expired in 1934 
subject to a covenant of renewal which was entered into in 
1927 that they would be renewed until 1940. Under the cov¬ 
enant of renewal, before executing the renewal ifi 1934, they 
were submitted to the State Department, as they are all 
subject to the approval of the State Department, and we 
arranged that they would not be executed until the State 
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Department had made their prior ruling before the end of 
that year. 

Before the end of that year, the Federal Communications 
Commission was organized and the State Department 
turned it over, as I understand it, to the Federal Communi¬ 
cations Commission. We again filed an extension so that 
they are now running until action may be taken. 

We have not objection to telling the history of the laying 
of the cable if it is deemed relevant—I do not want to bur¬ 
den the record—and we have no objection to telling the 
facts leading up to the financial arrangements. We do not 
propose, because of the relationship with others to our¬ 
selves offer that in evidence. If the other parties believe 
that it is relevant and essential to their case, they may offer 
it, but I make this statement now because I am going to 
proceed to that history leading up to these documents, 
without reciting what the agreements contain and 
646 without offering the documents in evidence. 

I do not wish to unnecessarily burden the record, 
but I believe that the background of the history of the lay¬ 
ing of this cable, the parties who laid the cable, what the 
difficulties were that were encountered, the fact of the ne¬ 
cessity of making financial and traffic agreements and get¬ 
ting concessions under difficulties in foreign countries, 
should be told as background in order to determine whether 
this material should be put in the record. 

Mr. Kimball: Mav I make an observation on that, Mr. 

v 7 

Chairman? If I am one of the attorneys on the other side, 
as Mr. Kern puts it, I certainly am not going to ask that 
these confidential communications filed with the State De¬ 
partment setting forth the financial arrangements and 
whatnot shall be put in this record. I know very little about 
it. I observe from Mr. Kern’s remarks, however, that upon 
the formation of this Commission, all of those files were 
turned over to this Commission. If that is the fact, what is 
the necessity of putting anything in this record which at 
best will be highly unintelligible if it contains negotiations 
without the ultimate object of the negotiations, and since 
the Commission within its own bosom has the whole story, 
why not let the record proceed without it and let the Com¬ 
mission act as they will on that without any reference to 
those things? 
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Mr. Kern: If there is going to be any cross-examination 
on these, I prefer to put the statement as to tjhe circum¬ 
stances of the laying of the cable in the record, and 

647 I therefore ask the witness to proceed, j 

Mr. Kimball: Wait a moment. I objejct to it. 

The Chairman: The Chair recalls that Mr. Wozencraft 
manifested some interest in the relation of the Commercial 
Pacific Cable Company to the Mackay Radio &j Telegraph 
Company and in particular manifested some interest in the 
effect which the opening of the transpacific pircuits by 
Mackay Radio & Telegraph Company had upon the rela¬ 
tions between the companies interested in the Commercial 
Pacific Cable. At that time reference was made i to the fact 
that Mr. Deegan would be on the stand later with more 
information on the subject. j 

The Chair at the moment does not believe it will be neces¬ 
sary to go into the contracts, that is, with relation to the 
extent of putting them in the record in this hearing. The 
Chair does not know the extent of Mr. Wozepcraft’s in- 

_ I 

terest, but he surmises that Mr. Wozencraft is more inter¬ 
ested in the actual operations under the contracts than he 
is in the terms of the contracts themselves. Am I correct 
in that, Mr. Wozencraft? ! 

Mr. Wozencraft: You are entirely correct. J asked no 
questions designed to go to original contracts, |provisions, 
or anything of the sort. The only question I raised was 
as to whether or not the Mackay Companies, the resident 
partner, with a one-quarter interest in the Commercial 
Pacific Cable, compensated the holders of the pther three- 
quarters interest in the cable for the loss to th|e cable re¬ 
sulting from the Mackay, the resident partner,! opening a 
direct parallel competing radiotelegraph circuit^ which ac¬ 
cording to the information available took traffic from 

648 the cable to the detriment of Mackay’s partners, and 
if so, what financial arrangements were ftiade to in¬ 
demnify the non-resident Danish and British partners in 
the Commercial Pacific Cable Company for the traffic which 
was taken from them as the result of the opening of that 
radiotelegraph circuit by the resident partner charged 
with the management of the cable in behalf of all? 

Mr. Kern: In view of this, on the question as to what ar¬ 
rangements were made, I think we had better proceed with 

i 
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the story of the cable without putting the documents in, 
as there were no agreements entered into in connection with 
the opening of the Mackav radio circuit but it is part of 
this story as to the original execution of these contracts. 

Mr. Kimball: Will you let the record show that I made 
the objection in the hope of saving time, but that by making 
it I probably wasted some ? 

The Chairman: Proceed. 

Bv Mr. Kern: 

* 

Q. What is the background that led to the laying of the 
Commercial Pacific cable? 

Mr. Kern: I might say that this is a tremendously inter¬ 
esting chapter in American history, and I believe that these 
men who are telling that chapter and that story are not 
wasting the time of the Commission in telling that story. I 
hope you will bear with us while we are giving -his back¬ 
ground. 

The Witness: After the Spanish-American War an Ad¬ 
ministration, Congressional and public demand grew 
649 up for a transpacific cable to connect the United 
States and the new and distant insular possessions 
of Guam and the Philippine Islands. There was no cable 
across .the Pacific and at that time all cable messages be¬ 
tween the United States and the Philippines, China and 
Japan, had to be transmitted via the Atlantic cables and 
thence over the routes of the Great Northern Telegraph 
Company (Danish), via Russia and Siberia, or the routes 
of the Eastern Telegraph Company (British) and the 
Eastern Extension, Australasia and China Telegraph Com¬ 
pany (British), via the Mediterranean and India. 

In President McKinley’s special message to Congress, 
dated February 10, 1899, he stated that cable communica¬ 
tion between the United States and the Philippines and 
other Pacific Islands, should be established. Various bills 
providing for the right to lay a cable across the Pacific were 
introduced in Congress by private interests, providing for 
subsidies as high as $400,000 per annum, and bills were 
introduced provising for a Government-owned cable. 

Hearings were held in Congress in the sessions of 1899, 
1900 and 1901 and 1902, on the various bills introduced. In 
the 1900 session a bill providing for a Pacific cable to be 
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built by the Government under the supervision pf the Sec¬ 
retary of the Navy passed the Senate. That bill went to 
the House Committee on Interstate and Foreign Commerce, 
which reported to the House as a substitute a bill 

650 providing that the Postmaster General ^hould con¬ 
tract with an American Cable Company ^or the con¬ 
struction of the cable. No action was taken in the House. 
At the 1901 session there was considerable discussion in 
Committee, but no action was taken. 

I 

Bv Mr. Kern: 

i 

0. When did Mr. Mackav first take definite bteps, look¬ 
ing to the laying of the cable? A. After several years of 
fruitless discussion in Congress with no resultant action, 
Mr. John W. Mackay decided that if one was willing to lay 
the cable without a subsidy, it was not necessary to secure 
Congressional action to proceed with the landihg of a Pa¬ 
cific cable in the United States any more than Congres¬ 
sional action was necessary in the case of Atlantic cables 
landed here; and that nothing would be accomplished if the 
matter continued to be left to legislative action, which in¬ 
volved many diverse factors and elements. Thp public was 
urging the laying of a Pacific cable and it whs generally 
understood that the Administration would welcome the cut- 

i 

ting of the Gordian knot by someone willing to proceed with 
the cable, because, for military reasons, if for no other, 
it was anxious for the early establishment of direct cable 
connection with Hawaii, Guam and the Philippines. 

Q. When was the Commercial Pacific Cable Company 
incorporated? A. It was incorporated in September, 1901. 
John W. Mackay was elected president, and George G. 
Ward, vice president and general manager. It was incor¬ 
porated under the laws of the State of New York. 

651 Q. Were there conferences at that time between 
the Commercial Pacific representatives apd American 

Government officials? A. There were. Conferences were 
thereafter held in Washington by Mr. John [W. Mackay, 
George G. Ward, vice president and general manager of the 
Commercial Cable Company, and Mr. W. W. Cook who was 
then the general counsel, with President Theodore Roose¬ 
velt and the Attorney General, Mr. Knox. As fhe result of 
these conferences, the State Department laid down a set of . 

I 
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conditions which were accepted by the Commercial Pacific 
Cable Company. These conditions are set forth in the hear¬ 
ings under the Kellogg Act. 

Q. And also in the hearing under the Couzens Bill? A. 
Yes. 

Q. Have you the page references there? I do not think it 
is necessary to put them in the record if you have the page 
references. A. I can give those as page 13 of the hearings 
under the Kellogg Bill, S. 4301, Senate hearings of Com¬ 
mittee S. 6. 

Q. The Couzens Bill? A. Yes. 

Q. Give the year and the Congress too. A. May 20,1929, 
71st Congress, 1st Session. Those were the hearings under 
the Couzens Bill. 

Q. Were there any exclusive concessions held in the 
Philippines, China or Japan by the British or Danish cable 
companies at the time of the organization of the 
652 Commercial Pacific Cable Company and prior there¬ 
to? A. Yes, many years before, in 1871, the Great 
Northern Telegraph Company, (Danish), by building a 
telegraph line across Russia and Siberia, had given China 
and Japan their first telegraphic communication with 
Europe and America, and as a reward for this was given 
exclusive landing concessions, as well as exclusive traffic 
agreements, in China and Japan, which at the time the 
transpacific cable was being discussed still had many years 
to run. It shared its exclusive rights in China with the 
Eastern Extension, Australasia and China Telegraph Com¬ 
pany (British). In the Philippines, the latter company was 
operating a cable between Manila and Hong Kong, which 
was the only cable landing in the Philippines, under an 
exclusive grant from the old Spanish regime. 

The Telegraph Convention regulating the relations be¬ 
tween the Chinese Telegraph Administration on the one 
hand, and the Great Northern Telegraph Company and the 
Eastern Extension, Australasia and China Telegraph Com¬ 
pany on the other hand, was signed on May 13, 1897. An 
article was added on March 6, 1899, such additional article 
providing : 

“That in the interest of both parties to the agreement, 
dated the 13th day of May, 1897, and for the same contract 
of years, that is, till the 31st December, 1910, no other party 
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will be allowed without the consent of both sai<J parties to 
land telegraph cables on the coast of China and the Islands 
belonging thereto or to work such cabled in connec- 
653 tion with the Chinese lines or otherwise jto establish 
telegraph communication which might create com¬ 
petition with or injure the interests of the existing lines be¬ 
longing to China or to the Great Northern Telegraph Com¬ 
pany of Denmark.’’ 

This monopoly of the Great Northern and the Eastern 
Extension was later extended to the 31st Decejnber, 1930, 
by an agreement dated December 22nd, 1913, and this 
agreement was signed bv the Director-General of the 


Chinese Telegraphs, by the Great Northern Telegraph 
Company, the Eastern Extension, Australasia and China 
Telegraph Company and was approved by the Minister for 
Denmark and the Minister for Great Britain, j 

In the landing rights which the Commercial Pacific Cable 
Company secured from the Imperial Chinese! Telegraph 
Administration in 1905 for the landing of its | cable near 
Shanghai, China, it was recited that the Commercial Pacific 
Cable Company had obtained the consent of the Great 
Northern Telegraph Company, Ltd., for the landing of its 
cable in China, indicating that the Imperial Chinese Tele¬ 
graph Administration recognized the exclusive concessions 
of the Great Northern Telegraph Company. 

What I have just said confirms the situation as John W. 
Mackay found it and as our Government knew it, namely, 
that it was impossible for any cable to be laid* at least to 
China, without the consent and cooperation of !the foreign 
companies which held the exclusive concessions mentioned 
above, all of which was discussed at the various jconferences 
between the cable officials and the Administration, and 
which had been testified to by the various witnesses 
654 at the Congressional hearings in connection with the 
Pacific cable bills. 

It was therefore necessary that any cable to be laid across 
the Pacific be laid with the consent and cooperation of the 
British and Danish interests. Just as it is necessary in 
order to have a radio circuit to China today, to have a joint 
agreement with the Chinese Government. 

The result of all of that was that it was agree J that those 
companies would subscribe to three-quarters of the stock 
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of the Commercial Pacific Cable Company, the remaining 
one-qnarter being subscribed by the Commercial Cable 
Company, a New York corporation, operating cables across 
the Atlantic, of which John W. Mackay was the president 
and principal stockholder. 

Q. When did the Commercial Pacific file its acceptance? 
A. On November 25, 1902, the Commercial Pacific Cable 
Company filed with the Postmaster General of the United 
States its acceptance of the terms and conditions under 
which the President of the United States consented to the 
laying, by the Commercial Pacific, of a cable connecting San 
Francisco, Honolulu, Midway Islands, Guam, Philippines 
and China. 

Q. This is also reported in the Kellogg Act hearings and 
the Couzens hearings? A. I believe so. 

Q. When was the cable itself completed? A. On January 
!l, 1903, the first link of the cable from San Francisco 
655 to Honolulu was completed and opened for public 
business, giving the Hawaiian Islands its first cable 
communication with the United States and the rest of the 
world. 

The link from Honolulu to Midwav to Guam to Manila 

•/ 

was completed and opened for public business on July 4, 
1903, thus giving the first direct cable service from the 
United States to the Philippines, and was signalized by the 
first round-the-world messages, which were exchanged be¬ 
tween President Theodore Roosevelt and Clarence H. 
Mackay, who had succeeded his father, the late John W. 
Mackay, as president of the Commercial Pacific Cable Com¬ 
pany. The rate was fixed at $1.00 per word from San 
Francisco to Manila, as against $2.47 per word via Europe 
prior to the decision to lay a Pacific cable. Simultaneously, 
in cooperation with the European companies, the rate for 
messages to Japan was reduced from $1.88 to $1.41 per 
word, and to China from $1.72 to $1.10 per word. 

Q. Was there any kind of a financial or joint purse ar¬ 
rangement that existed between the cable companies and the 
Chinese Government at this time? A. Yes, there was. For 
many years before the laying of the Pacific cable, the East¬ 
ern Company, the Eastern Extension, the Northern Com¬ 
pany, the Indo-European Telegraph Company, and other 
European companies and the Chinese Government had a 
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Joint Purse arrangement for traffic between America and 
Europe on one side, and China, Japan and the Philippines 
on the other, the Purse being divided according to agreed 
percentages. 

Q. Why did the Mackay Companies enter into a 

656 series of financial arrangements which we have men¬ 
tioned here and which are on file with the Commis¬ 
sion? A. The European cable companies, and the other 
parties to these agreements, were unwilling |o consent to 
the granting of landing licenses in the Far East to any 
transpacific cable company if the grant of iuch landing 
license would result in the breaking up of thes^ financial ar¬ 
rangements which they had for many years, ^nd to which 
the Chinese Government, among others, was a party. Fur¬ 
thermore, the European Companies would not consent to 
the granting of landing licenses to any transpacific cable 
company unless they had an interest in such company and 
unless the other parties interested with them in such com¬ 
pany agreed upon terms which would ensure that the enter¬ 
prise would not be a financial failure; they wished also, of 
course, to mitigate as much as possible the loss which the 
opening of a transpacific cable would impose on them 
through the diversion of Far East-American traffic from 
their cables to the transpacific cable, they already having 
their cables and exclusive privileges and financial arrange¬ 
ments which they considered essential for thpir own pro¬ 
tection. 

On the other hand, the Pacific cable could not be operated 
to meet expenses and interest on the large investment, first, 
unless the European companies permitted the diversion of 
Far-East-American traffic to the Pacific cable. The Chinese 
Government had agreements with these European coun¬ 
tries. This traffic under the agreements of the European 
companies with China and Japan was under tpeir control; 
secondly, a single Pacific cable acros^ the Pacific 

657 could be made to pay only if it had scfme arrange¬ 
ment with the European companies for carrying its 

traffic during interruptions of this single line of cable, which 
were bound to occur and which have occurred niany times at 
various points. On several occasions these interruptions 
have been lengthy, running consecutively as long as two 
months. The loss of revenue during such interruptions, not 
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to speak of the loss of prestige if it had to refuse traffic would 
be fatal. There were but two ways to take care of this: One 
way would be to lay a second cable, but the volume of traf¬ 
fic hardly justified one cable, and no private interest could 
afford the cost of a second cable. The second way was to 
arrange with the European companies so that when the 
Pacific cable was interrupted, totally or partially it could 
turn its traffic over to the European companies without 
delay and thus in effect give continuous service to the pub¬ 
lic, and at the same time effect some arrangement wffiereby 
it would not lose the revenue from such interruption traffic 
turned over to the European companies. The shareholders 
would be guaranteed against loss of revenue due to interrup¬ 
tions which might be serious in a one-string cable. 

The Chairman: At this point we will recess until 11:30. 

(Short recess, following which the hearing resumed.) 

658 ! Q. These agreements now are on file with the Com¬ 

mission, are they not, Mr. Deegan? A. Yes, sir. 

Q. The agreements entered into by the Mackay Com¬ 
panies as the owner of one-fourth of the capital stock of the 
Commercial Pacific with the European companies, winch 
own the other three-fourths of the capial stock, is that cor¬ 
rect? A. Yes, sir. 

Q. Was there any competition in communications across 
the Pacific at the time these agreements were entered into? 
A. No, there was no competition. 

These agreements w r ere the only means of allowing an 
American cable to be laid with a guarantee against failure. 
These contracts resulted in direct cable communications be¬ 
tween the Far East and America at substantiallv lower 
rates, and it was only by reason of such agreements that 
such a result could be achieved. Even had a government 
cable been laid, it could not have done so without the coop¬ 
eration of the European companies. 

Q. What was the effect of the stock ownership agree¬ 
ments, the traffic agreements, and the financial agreements 
relating to the traffic over the Commercial Pacific? A. They 
gave the United States a direct cable service to the Far 
East, touching only American territory en route, which 
would have been impossible without such agreements. 
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They insured the financial success of the Pacific Cable 
against all interruptions by the agreement of th<fe European 


Companies to carry such interruption traffic, the 

659 Pacific. Company receiving the tolls from such traffic 
during total interruptions. 

They secured to the Pacific cable not only the American 
traffic which formerly went over the lines of Tlie Commer¬ 
cial Atlantic and foreign cables to the Far East, tut assured 
to the Pacific cable traffic from the Far East controlled by 
the European Companies. 

They insured the prompt repair by the Great Northern 
Company’s cable ships of the Pacific cable west of Guam, 
thus saving the Pacific Company very heavy expense for 
the maintenance annually of a cable repair ship in that 
section. 

They made possibly materially lower rates to the Ameri¬ 
can public on Far East business. 

Q. When was the cable entended to China and Japan? A- 
Under date of March 6, 1905, the Commercial Pacific Cable 
Company filed with the Postmaster-General of the United 
States its acceptance of the terms and conditions upon 
which the President consented to the laying ofj submarine 
cables from Guam to Japan and from the Philippines to 
China. 

Under date of April 6,1905, a landing license was granted 
to the Commercial Pacific Cable Company by the Imperial 
Chinese Telegraph Administration for the landing of a 
cable from Manila at a place near Shanghai, with the right 
to operate and maintain connecting lines between the cable 
landing and the Foreign Settlement of Shanghai. 

Under date of September 12, 1905, a contract was exe¬ 
cuted between the Government of Japan and the Commer¬ 
cial Pacific Cable Company providing for the laying by the 
Government of a cable from the mainland of Japan 

660 to Pell Island (Bonin Islands), to connect there with 
a cable to be laid by the Company from that point to 

Guam where connection would be made with the main line of 
the Commercial Pacific cable, and providing for ihe recipro¬ 
cal exchange of traffic between America and Japan. The 
agreement was for a period of thirty years anc| thencefor¬ 
ward until six calendar months notice to determine the 
same is given by either party to the other in writing. 
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Q. By the way, has that been renewed? A. That agree¬ 
ment has been renewed for a period of five years. 

Q. Did you have anything to do with the renewing of 
that agreement? A. I had nothing only passing on it at 
New York. 

Q. Have you had anything to do with the landing license 
in China also? A. I did. I was in China in 1930 and nego¬ 
tiated with the Chinese Government for a renewal of those 
landing licenses. 

The cable between Manila and Shanghai was completed 
and opened for public business on May 7, 1906, and the 
cables from Guam to Japan via Pell Island were completed 
and opened for public business on July 31,1906. 

Q. Did the opening of the cable to China and Japan have 
the same effect as the earlier opening to the Philippines in 
the way of a reduction of rates? A. Yes, sir. Upon the 
opening of the latter cable, the rate between San Francisco 
and Japan was reduced from $1.41 to $1.21 per word. 

Q. There had been an earlier reduction as the re- 
661 suit of the previous laying to the Philippines, or was 
that always the rate? A. No. There was an earlier 
reduction in the rate from Japan to the United States. The 
European countries made a reduction at that time due to the 
anticipation the Japan cable was to be laid to Japan. 

On September 1, 1919, further reductions in rates were 
made as follows: 

To Philippines, 60 cents per word— 

Q. (Interposing) 80 cents a word, is it not? A. Excuse 
me. 80 cents a word. To China 88 cents a word. 

On October 1, 1919, the rate to Japan was reduced to 96 
cents per word. 

The rates at present from San Francisco are: 

To Philippines, $ .53 per word. 

To China, .73 per word. 

To Japan, .67 per cent. 

For deferred services, which were first inaugurated to 
the Far East in 1924, the rate is one-half the above and for 
night letters one-third. Deferred services were inaugurated 
to Honolulu, however, in 1915. United States Government 
messages carry half rates. 
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Q. Now, in order to complete the picture of that part of 
it, Mr. Deegan, will you describe some of the engineering 
and physical difficulties which were encountered in the lay¬ 
ing of the cable? A. Any story of the Pacific Cable is not 
complete without touching, at least briefly, on the 

662 engineering and physical obstacles which were faced 
by John W. Mackay when he decided to l^y a Pacific 

cable, apart from other obstacles including tfie exclusive 
concessions held by other interests as described heretofore. 

Owing to the great expanse of the Pacific OcSan and the 
consequent length of the Pacific Cable, any cable laid would 
have to be provided with relay stations to step-up the sig¬ 
nals. The American Government made it a condition that 

i 

the cable from San Francisco to Manila, a distance of over 
8,000 miles, must only land on American soil enrbute. There 
was no great difficulty about the Hawaiian Islands as the 
first relay point. Between there and Manilla, however, is 
where the great risk occurred. The only American territory 
at a suitable distance for a relay station between Honolulu 
and at the Island of Guam were the Midway Islands, one of 
two islands, consisting of two islands each about a mile in 
circumference surrounded by a coral reef, about thirteen 
hundred miles from Honolulu, mere specks in the Pacific 
Ocean and uninhabited. At much less risk and [expense the 
company could have landed the cable on the Marshall Is¬ 
lands, which were inhabited and much more suitable, but 
these were controlled by Germany. The question of being 
able to keep a small cable colony on the Midway Islands was 
a serious one, involving as it did the matter of supplies, per¬ 
sonal, livability of the Islands, etc. Furthermore, access to 
the Islands was very difficult, as they were surrounded by 
a coral reef with but a very small and treacherous opening 
into the Bay. Robert Louis Stevenson writes very graphi¬ 
cally of these islands in his “Wrecker”, jin which he 

663 describes the wreck of a ship there, the story being 
founded on fact. 

There was the further serious question as to t}ie depths in 
the Pacific Ocean. The route for a transpacific cable was 
first surveyed in 1899-1900 by the U. S. Navy, j Very com¬ 
plete and careful soundings covering the whole route were 
taken by the U. S. S. “Nero”. Among the discoveries of 
this expedition was the “Nero” deep, immediately east of 


i 

i 
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Guam, one of the deepest holes in any ocean. Soundings of 
5,000 to 5,269 fathoms—6 miles—were obtained. At the 
time John W. Mackay announced he would lay the cable 
these soundings were not available to the public, although 
it was known there was very deep water off Guam, and, 
hence, there was considerable speculation as to whether or 
not a cable could be laid in these deep waters, and if so, 
whether it could be lifted to the surface from such depths 
to make repairs in case of interruption. 

One of the most serious and difficult interruptions of the 
Pacific Cable, and one which took many weeks to repair, oc¬ 
curred between Guam and Manila in April, 1919, about 90 
miles eastward from the coast of Luzon, in very deep water, 
where soundings varied from 2,530 to 4,100 fathoms. It 
took the combined efforts of two cable repair ships to re¬ 
store the cable. An interruption in these great depths east 
and west of Guam might take months to repair and in¬ 
volve a very heavy outlay. 

Thus, the risks in landing the cable at Midway and Guam 
were considerable but these were some of the chances taken 
by John W. Mackay when he announced he would lay 
664 the cable without Government subsidv or guarantv 
of any kind. 

The Midway Islands have been greatly transformed by 
the Company since the cable was first landed there. Origin¬ 
ally a low-lying stretch of bare white coral sand, with only 
a few clumps of stunted beach bushes, the northern part of 
the occupied island has been thickly covered with a vigor¬ 
ous, healthy growth of ironwood trees 90 to 95 feet in 
height, and the dazzling white sand is now entirely covered 
by a dense thicket of shrubs. Permanent station buildings, 
living quarters, windmills, etc., of steel and concrete con¬ 
struction are erected there and round the buildings lawns 
have been developed, and some flowers and hibiscus hedges 
blossom, while a vegetable garden provides fresh vegetables 
for the cable staff, including bananas at times and excellent 
papaias. 

By The Chairman: 

Q. Are you quoting Stevenson now? A. What is that? 

Q. Are you quoting Stevenson now? A. No; no. This is 
all-Deegan. 
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These results have followed patient work arid long ex¬ 
periment in finding means first to bind the sand rind then to 
ascertain what could be grown. The company maintains a 
supply steamer, making its headquarters at | Honolulu, 
which carries supplies, mail, reading matter, etc., to the 
Island four times a year. Since this was made they have 
opened an airplane line there, so we might have been able 
to do away with that. | 

The population of the Island before the air mail people 
went there was 23, all employees of the cable corn- 

665 pany. In addition to their salaries and special allow¬ 
ances, their board and lodging is furnished free of 

charge. They are changed frequently to other stations to 
avoid monotony, although various kinds of indoor recrea¬ 
tion are provided as well as tennis, golf, etc. In addition, 
there is excellent fishing in the adjacent waters. 

By Mr. Kern: j 

I 

Q. Mr. Deegan, when was radio service inaugurated 
across the Pacific? A. The first public radio service in the 
Pacific was opened by Federal Telegraph Company, the 
predecessor company of Mackay Radio, in 1912, between 
San Francisco and Honolulu. This was discontinued on the 
outbreak of the war in 1917. I 

Q. You need not give all the history of that, because that 
has been dealt with. Go on with the other. Go rihead. A. 
The Pacific cable was the first or was the sole transpacific 
record communication service between the United States 
and the Far Fast until 1917, when the Americari Marconi 
Company opened public radio service between jSan Fran- 
ciso and Japan, relaying through Honolulu. It grive service 
during February, March and part of April, 19l!7, when it 
was taken over by the United States Navy on April 17, 1917. 

The station was returned by the Navy to the ]£adio Cor¬ 
poration of America, the successor company to! American 
Marconi, on March 1, 1920, which continued to operate 
from San Francisco to Japan, via Honolulu, until 1928, 
when a direct San Francisco-Japan radio system was 
established. ! 

I 

The first public radio service between $an Fran- 

666 cisco and Manila was opened for public business by 
R. C. A. on June 27,1927. 


I 

I 

I 
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On October 8, 1927, public radio service was opened by 
R. C. A. from San Francisco to Hong Kong via Manila. 

On February 21, 1928, public radio service was opened 
by R. C. A. from San Francisco to Shanghai, via Manila. 

The Mackay Radio and Telegraph Company (Interna¬ 
tional System) opened competitive public radio service 
from San Francisco to Honolulu on May 1, 1929, and to 
Manila on December 2,1930. 

On December 6, 1930, direct public radio service was 
established by R. C. A. between San Francisco and Shang¬ 
hai. 

It was not until June 27, 1932, that Mackay Radio was 

able to secure a contract with the Republic of China for a 

radio circuit between its station in San Francisco and the 

Chinese Government’s station at Shanghai to send only 

routed traffic via Mackay Radio, and with the obligation on 

the Chinese to receive any traffic sent by Mackay Radio to 

the Chinese stations. R. C. A. filed a protest with the 

Chinese Government that the contract made with Mackav 

Radio was a violation of their contract of November, 1928, 

and demanded an arbitration. This has alreadv been testi- 

* 

tied to bv Mr. Stone. 

* 

Mr. Wozencraft: It will be understood the same objec¬ 
tion goes to that statement as went to Mr. Stone’s testi¬ 
mony ? 

The Chairman: The record will so show. 

The Witness: In spite of the protest and initiation of 
arbitration proceedings, the Chinese Government opened 
the radio circuit with Makay Radio between Shang- 
667 hai and San Francisco on May 18, 1933, and has been 
transmitting since that date over said radio circuit 
messages routed via Mackay Radio. 

Bv Mr. Kern: 

Q. When was the first radio circuit to Japan opened from 
the United States? A. On December 5, 1923, R. C. A. made 
a contract with the imperial Japanese Government pro¬ 
viding for the working of a wireless telegraph service be¬ 
tween Japan, Honolulu and San Francisco. This agree¬ 
ment was for 10 years, and thence forward until six calen¬ 
dar months notice is given to either party. This provided 
that each of the parties would transmit to the other all wire- 
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j 

I 

I 

less traffic 4 ‘within its control”, for exchange between 
Japan and the United States. | 

Mr. Kimball: Just a minute. We have listened to Mr. 
Deegan here with respect to his own contracts,! which are 
not in this record, state the conclusions, and what they pro¬ 
vided for, and what they assure, and I did not object to 
that, but I think he is going pretty far afield wlien he tells 
their interpretation of a contract of a company other than 
his own with an administration other than their! own, with- 
out having the contracts here, which are the be^t evidence. 

Mr. Kern: I have the evidence, but I am nbt going to 
bother to try to put that in at this stage. j 

I will ask you to withdraw that statement and I will ask 

* 

you a couple of questions. ; 

I 

Bv Mr. Kern: 

w 

I 

Q. When did the R. C. A. open a radio bircuit with 
G68 the Chinese Government? A. With the Chinese? 

Q. Approximately what time with the Japanese 
Government? A. With the Japanese Government Decem¬ 
ber 6, 1923. ! 

Q. When did the Mackav Radio and Telegraph Com¬ 
pany enter into negotiations with the Japanese Government 
for the opening of its radio circuit? A. The Japanese Gov¬ 
ernment was approached in 1931. As a mattet* of fact, I 
made the approach. I was in Japan on my way back from 
China and interviewed the Ministry of Communications, 
and was informed by them they were interested in having 
Mackav Radio go to Japan, but they were tied bp to the R. 
C. A. under the terms of their agreement until jL933 or ’34, 
as I recall it. | 

Q. Did the Japanese Government make any statement 
whether they could open a circuit at that time, jor did they 
state anything with regard to the date of the expiration of 
the R. C. A. contract to you? A. Yes, they said^ as I recall 
it, in 1933 or 1934 they would be able to talk to us. But in 
the meantime they said they would be glad to explore the 
situation with us. And we sent our Mr. Chapman to Japan 
to discuss it further with them from the technical angle. 

Q. They indicated their contract with the R. A. would 
terminate—what date was that—in 1934? A. Yes. 

Q. Approximately that? A. Either 1933 or lj934. 

I 
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Q. When did the Mackay Radio enter into its con- 

669 tract now with the Japanese? A. In 1934 Mackay 
Radio made a contract for the interchange of radio 

traffic with the Japanese Government, and the service was 
opened soon thereafter. 

Q. What was the effect of the R. C. A. competition upon 
the cable traffic after the circuits of R. C. A. with these vari¬ 
ous transpacific points were in operation? A. It is interest¬ 
ing to note that after the establishment of radio service 
to Japan under the contract between the Ministry of Com¬ 
munications of Japan and the R. C. A., the Japanese Gov¬ 
ernment, which controlled the Japanese end of the circuit, 
began diverting all unrouted traffic for the Americas to its 
radio station, in violation of its agreement of 1905 with the 
Commercial Pacific Cable Company. The reason for this 
is obvious. The Japanese operate the telegraph system in 
Japan. 

Q. Just a minute there. You construed that this was not 
in accordance with the agreement at that time? A. I did. 

Q. And the Commercial Pacific filed a protest on that? A. 
With the State Department and with the Japanese Govern¬ 
ment. 

Mr. Wozencraft: I would like to see the contract to 
which he is referring if this is a violation. 

Mr. Kern: They are all in the files of the Commission, 
if you want to produce them. 

Bv Mr. Kimball: 

Q. You do not contend, Mr. Deegan, this Commission can 
exercise any influence in your behalf because of the viola¬ 
tion of a contract you have with the Japanese Gov- 

670 ernment, do you? A. I don’t hear you, Mr. Kimball. 
What is the question? 

Mr. Kimball: Read it to him. 

Mr. Kern: We are not making any contention on that. 
We are just repeating this story as to the effect on the radio. 

The Chairman: The Chair understand Mr. Deegan’s 
statement to be his company construed that as a violation of 
the contract and proceeded on that basis. 

Mr. Wozencraft: Of a contract on unrouted business 
that should go to Commercial Pacific Cable Company. 

The Chairman: Of a contract which is now in the files 
of the Commission, and which is not in the record. 
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The Chairman understands Mr. Deegan as npt attempt¬ 
ing to state necessarily the definite construction of the con¬ 
tract, as it might come from an authoritative body, but the 
construction placed upon it by his company. i 

Mr. Wozencraft: Now, if it please the Commission, Mr. 
Deegan has made statements concerning R. C. |A. C. con¬ 
tracts, and has made the statement that the Japanese Min¬ 
istry of Communications stated that the Japanese were tied 
up until 1933 or 1934, and the Japanese diverted business 
from the Commercial Pacific Cable Company to the new K. 
C. A. C.-Japan circuit in violation of the contract of Japan 
with the Commercial Pacific Cable Company. If there is 
any reason from the standpoint of the Commission why that 
contract should not be made a part of the record, if there is 
any matter of United States Government policy in- 
671 volved, I have no desire to ask for the contract. But 
in view of the very strenuous complaints made by 
Mackav and the International System Compaiiies against 
provisions from time to time in the contract of R, C. A. Com¬ 
munications, linked with foreign administrations, since this 
matter has been brought in voluntarily by the witness, un¬ 
less there is some reason of policy I would like to see that 
contract. | 

Mr. Kern: I think you can make application to the Com¬ 
mission. I do not see as we need to decide that how. There 
has never been any application made to the Commission, and 
they can take it under consideration when it conhes up. We 
are not offering the contract. 

Mr. Wozencraft: Then I object to any statement concern¬ 
ing the contract in the absence of the contract, i 
Mr. Kimball: In the absence of the contract I a>sk his state¬ 
ment be stricken. 

The Chairman: The Chair will take under consideration 

i 

Mr. Wozencraft’s request, and will direct the Commission 
counsel to locate the contract referred to and Call it to the 
attention of the Chair for his perusal. 

Mr. Kern: I am perfectly willing to withdraw that part 
of the statement in order to make progress. 

I am asking for the effect of the R. C. A. Competition 
upon the cable service, irrespective of whether: you consid¬ 
ered it a violation of the contract or not. Wjhat was the 
effect ? i 


i 
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Mr. Wozencraft: I am not withdrawing my request to 
see it. 

The Chairman: My understanding is, Mr. Kern, 

672 that you are withdrawing the reply of Mr. Deegan to 
your last question? 

Mr. Kern: Yes. 

The Chairman: All right. That portion of Mr. Deegan’s 
statement will be stricken. 

By Mr. Kern: 

Q. I am asking, Mr. Deegan, irrespective of whether you 
considered it a violation of anv agreements which thev mav 
have had or not, whether after the opening of the R. C. A. 
circuit with Japan unrouted traffic which had formerly gone 
to the Cable Company was diverted to the radio circuit? 
A. Yes, sir. 

Q. Does the Japanese Government operate the telegraph 
system in Japan? A. Yes, sir. 

Q. Do they have a financial interest in the radio station, or 
do vou know ? A. I believe thev have. 

Q. And the division of tohs on this circuit is the same as 
it is on others, that is to total of eastbound and westbound 
both under the previous contracts and in present contracts 
the same general system provides if this traffic is equal 50 
per cent to each interest? A. The average is 50 per cent. 

Q. We will deal with the other phase at another time, what 
the present contract is. Now, did a similar situation exist in 
regard to the effect of the Chinese traffic at the time of the 
opening of the R. C. A. circuit? In other words, was there a 
diversion of messages which had formerly, unrouted mes¬ 
sages which had formerly gone by cable to the radio, 

673 if you know? A. Yes, there must have been. 

Q. How is the R. C. A. transpacific traffic handled 
in the United States at the present time? A. The R. C. A. 
has an agreement with the Western Union, dated April 11, 
1924, running for a period of twenty years. Section 12 reads 
as follows:— 

Mr. Kimball (interposing): Just a minute. 

Mr. Kern: That is an agreement we introduced in evi¬ 
dence. 

Mr. Kimball: I object to that. It is in the record about 
four times now. Why waste time? 




I 


i 

! 
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Mr. Kern: I ask that the witness read paragraph 12 out 
of Applicant’s Exhibit 18 or 19. 

Mr. Kimball: I object on the ground that it is already in 
the record twice. It is in the record as an exhibit,; and it is a 
waste of time to put it in again. 

The Chairman: The witness may read it. 

A. “This contract provides for the exclusive”-- 

i 

By Mr. Kern: j 

i 

Q. This is a quotation, is it? A. Yes, this is a quotation. 

“This contract provides for the exclusive exchange of 
traffic between the parties hereto, and is predicated upon 
the Radio Corporation being and continuing to be desig¬ 
nated by the Chinese, Japanese and other trans-pacific Ad¬ 
ministrations in the Far East as the normal rohte for un¬ 
routed Eastbound trans-pacific wireless traffic. The West¬ 
ern Union reserves the right to divide any westbound un¬ 
routed trans-pacific traffic to any country or countries be¬ 
tween the Radio Corporation and any other cable or 
674 wireless service in the same proportions ip which the 
Radio Corporation and such other service or services 
shall transfer Eastbound traffic to the Western tjnion.” 

Q. Never mind any other extracts from the contract at 
this moment. Is there any other radio circuit across the 
Pacific other than those you have mentioned, oi part way 
across the Pacific? A. On April 23, 1934, through a sub¬ 
sidiary radio company called the Globe Wireless, Ltd., the 
Dollar Company opened up a limited type of point-to-point 
transpacific radio service under the designation of Radio 

Mail. ! 

Q. A protest I believe was filed by Western Union and 
R. C. A. and Mackay Radio Company and the Commercial 
Pacific Cable Company against the so-called Radio Mail 
service conducted, known as a general telegraph service, 
but the rates of which have been disastrous to all of the 
companies doing transpacific business, is that not the case ? 
A. Yes, sir. 

Q. And that has been heard by the Commission and is 
pending? A. Yes, sir. I 

Q. Now, at the time that Mackay Radio made its contracts, 
or let me put it this way, at any time after the organization 

of Mackay Radio was any new agreement other than an 

I 

I 

I 

t 

i 

i 
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agreement to live up to the terms of all agreements entered 
into by Mackay Radio or by the Mackay Companies? A. 
With whom? 

Q. With any other parties as to financial arrange- 

675 ments? A. No, sir. 

Q. In other words, since the date of 1927, when the 
agreement to make this extension was made, the date of 
1927 was the last date on which any agreement was made? 
A. Except for the renewals from year to year. 

Q. Yes. A. Subject to the F. C. C.’s approval or disap¬ 
proval. 

Q. There had been minor amendments in connection with 
dropping out of certain of the European companies? A. 
That was before 1927. 

Q. That was before 1927? A. There have been no substan¬ 
tial amendments since the time Mackay Radio entered the 
field, and no amendments of any kind relating to Mackay 
Radio or to Radio circuits across the Pacific. 

Q. That does not mean there have not been interpreta¬ 
tions that we have agreed to live up to the agreements as 
you understood? A. That is right. 

Q. Mr. Deegan, can you state without disclosing the con¬ 
tents of the agreement the financial results to the Mackay 
Companies for each year since its operation? A. Well, I 
can start with 1910. 

Q. Let me ask you a couple of preliminary questions first. 
Is the Commercial Pacific Company itself a party to any 
financial arrangement? A. No, sir. 

Q. Is the Mackay Radio and Telegraph Company itself 
a party to any financial arrangement? A. No, sir. 

676 I might add any financial arrangement in connection 
with the Pacific arrangements. 

Q. That is it, in connection with the Pacific arrangements. 
A. No, sir. 

Q. With the Eastern and Northern? A. Right. 

Q. And the Eastern-Extension? A. Right. 

Q. How does the Mackay Company receive money from 

the Commercial Pacific Cable Company? A. Only in the 

wav of dividends. 

* 

Q. And dividends are divided among the stockholders only 
from earnings in the usual course of business? A. Right. 




I 


I 

I 
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Q. There are no contributions to the Commercial Pacific 
by these other interests? A. No, sir. | 

Q. Other than the ordinary results from traffic agree¬ 
ments? A. Yes, traffic agreements. | 

Q. And there are no contributions by the Commercial Pa¬ 
cific itself to any of these other companies? A. Nd, sir. 

Q. Have you ever had any dividends from the Mackay 
Radio of California? A. Not yet, but we have hqpes. 

Q. So that any earnings of the Makay Radio of Califor¬ 
nia, if there is a result of any such net earnipgs, would 
677 be payable to the Mackay Companies only through 
dividends or in payment of loans or advances, is that 

not the case? A. Right. j 

Q. Does the Mackay Radio make any contributions or 
payments to the Eastern or Northern or any of the other 
parties to the agreement other than the Mackay Companies ? 

A. No, sir. | 

Q. The Mackay Companies as the owner of ond-fourth of 
the capital stock of the Commercial Pacific haye entered 
into arrangements with the other owners of the Commercial 
Pacific, is that the situation? A. That is right, dated 1904. 

Q. Now, will you state the financial payments! that have 
been made to the Mackay Companies as the result of these 
arrangements by the European companies for fcuch years 

as vou have available? A. Yes, sir. I will read from the 

•/ * 

vear 1910 until 1935, in that order. ; 

%/ • 



1910 

$255,336. 

1911 

$255,351. 

1912 

$274,582. 

1913 

$351,780. 

1914 

$180,706. 

1915 

$170,749. 

1916 

$187,303. 

1917 

$110,132. 

1918 

$269,931. 

1919 

$616,855. 

1920 

$766,447. 

1921 

$781,571. 

1922 

$646,183. 

1923 

$555,819. 

1924 

$630,394. 


i 

i 

i 

i 

i 

i 


i 


406 MACKAY RADIO & TELEGRAPH COMPANY, INC., VS. 


1925 

$654,592. 

1926 

$665,098. 

1927 

$655,171. 

1928 

$600,666. 

1929 

$531,737. 

1930 

$141,954. 

1931 

$323,577. 

1932 

$355,325. 

1933 

$265,968. 

1934 

$231,661. 


1935, for the first six months, $4,591. 

I would like to state that as far as I know that under these 
financial arrangements the Mackay Companies have never 
remitted money to the other side to the European interests, 
but have always received money back. 

Q. There is always, or there is a possibility they might 
have to remit to the other side? A. On the way the thing 
works out it might be possible. 

Q. But never enough to offset what has already occurred? 
A. Right. 

Mr. Kern: Mr. Chairman, again I wish to state if I had 

the release of all these other parties to the agreements, I 

would have no objection to them going into the record. I 

have not that release. If anvbodv wishes to tender them I 

•/ * 

will object to them being put in unless they give assurances 
that the other parties, some of whom are not inter- 
679 ested in anv wav in the Commercial Pacific Cable, 
have consented to them. And I can not give the 
terms of the agreement and do not propose to do so without 
that assurance. I realize that may be beyond my control, 
but I do not intend to offer them as part of our case. If 
they are put in the record and there is any kind of discus¬ 
sion of the terms of the contracts vre will help in any way 
we can to interpret those agreements as to showing what 
they are. We do not propose, however, to introduce them 
in evidence. 

That is all the direct examination I have of Mr. Deegan. 

The Chairman: Mr. Kern, supplementing the last figures 
given by Mr. Deegan, can you give us out-payments, or pay¬ 
ments by way of dividends or otherwise that the Commer¬ 
cial Pacific Cable has made to its stockholders for this 
period ? 
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Mr. Kern: We can get that. I may be able to get it dur¬ 
ing the noonhour. Do you want the dividends during the 
lifetime? 

The Chairman: For the period he referred to. 

Mr. Kern: For the years 1910 to date? 

The Chairman: Yes, for the years 1910 to date. 

Mr. Kern: Those dividends I think I can obtain. I do not 
know whether Mr. Deegan has them now or not. 

The Witness: I have not them here. I 

Mr. Kern: We had better assemble them, because we do 
not have them in that form. j 

The Chairman: Thank you. Cross-examine, M r - Wozen- 

craft. 

I 

680 Cross-Examination 

i 

i 

! 

By Mr. Wozencraft: 

Q. During the entire time that Mackay has b^en protest¬ 
ing against the R. C. A. C. foreign contracts hais the Com¬ 
mercial Pacific Company had contracts with Japan and 
China providing that those administrations should send 
traffic via the Commercial Pacific Company to the United 
States? A. The Commercial Pacific has contracts. 

Q. Yes? A. Yes. 

Q. Do those contracts provide for the routing via Com¬ 
mercial Pacific Cable Company of unrouted traffic by Japan 
and China? A. Not of any unrouted traffic by Japan and 
China. We only get the routed traffic. 

Q. On what basis then did you interpret the fact that 
Japan had violated its contract by saying it had done so by 
routing traffic from Japan to the United States via R. C. 
A. C.? 

Mr. Kern: I object. That statement was withdrawn. 

The Chairman: Yes, that statement was withdrawn. 

Mr. Wozencraft: All right. j 

By Mr. Wozencraft: 

Q. Did you complain to Japan of the routipg of traffic 
from Japan to the United States via R. C. A. C. circuits? 
A. We did. ! 


i 
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By Mr. Kern: 

£ 

Q. Who? I mean explain. 

Mr. Wozencraft: The Commercial Pacific Cable 

681 Company, of course. A. The Commercial Pacific 
Cable Company. 

By Mr. Wozencraft: 

Q. On what basis, on what ground? A. On the ground— 
do you want me to construe the contract? 

Q. I want to know the ground of your complaint, no, not 
your construction, but what you said. A. On the ground that 
we said the contract between the Government of Japan and 
the Commercial Pacific Cable Company provided that the 
Commercial Pacific Cable Company was to get all of the 
traffic for the Americas from Japan. 

Q. All of the traffic? A. Yes, sir. 

Q. Under the contract of the Commercial Pacific Cable 
Company and Japan could another cable company from 
America have run a cable to Japan and entered into a con¬ 
tract with the Japanese administration, or gotten any traffic 
from the United States? A. Not during the life of that con¬ 
tract. 

Q. Not during the life of that contract? A. No, sir. 

Q. Then the Commercial Pacific Cable Company contract 
did not provide for all unrouted traffic. It provided for all 
traffic, is that right? A. Except otherwise routed by the 
sender. 

Q. Except otherwise routed by the sender? A. Yes. 

Q. And those contracts were in force during the 

682 entire time that the associated and holding com¬ 
panies of Commercial Pacific Cable Company were 

complaining to the Department of Justice concerning R. C. 
A. C. foreign contracts? A. Yes, sir. 

Q. And the Commercial Pacific Cable Company is owned 
lock, stock and barrel, is it not, by the same holding com¬ 
pany that owns Mackay Radio and Telegraph Company of 
Delaware lock, stock and barrel? A. Yes, sir. Wait a min¬ 
ute. Commercial Pacific Cable Company is owned three- 
fourths by the Great Northern Telegraph Company and the 
Eastern Extension Australasian and China Telegraph 
Company, and one-fourth by the Mackay Company. 
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Q. But the one-fourth which is owned by the Mackay Com¬ 
pany is owned by the same company that owns completely 
the Mackay Radio and Telegraph Company qf Delaware 
and California, isn’t that true? A. That is truk 

Q. Do you see any consistency in the position of the Mac¬ 
kay Radio and Telegraph Company of Delaware in protest¬ 
ing against R. C. A- C. foreign traffic contracts and the con¬ 
tract held by the Commercial Pacific Cable Company with 
Japan? A. Yes, I see a great deal of difference. 

Q. What is the difference? A. In view of all the history 
I have gone through here today and the explanations I have 
given as to the difficulties of laying a cable td Japan, the 
risks that we took in laying that cable, and for all of those 
reasons I think the Commercial Pacific Cable Corn- 
683 pany was entitled to the benefits of that ^0-year con¬ 
tract until its expiration. 

Q. And you do not think there were any ri$ks taken in 

I 

the development of the International telegraph service by 
R. C. A. ? A. Not today, not much. 

Q. Oh! Not now? But how about when the service was 
inaugurated 15 to 20 years ago? A. Yes, but your invest¬ 
ment was not required to be so great. 

Q. Isn’t it a question of whose ox was gored? A. No, I 
wouldn’t say so at all. I think the Commercial Pacific Cable 
Company did a great job out on the Pacific ^nd was en¬ 
titled to the fruits of its labor and investment, j 

Q. And you don’t think R. C. A. C. did a ^reat job 20 
years ago in making America the world’s center of inter¬ 
national telegraph communication? A. I think jEt. C. A. did 
a good job, yes. 

Q. But you don’t think R. C. A. is entitled io the fruits 
of its labor the same as the Commercial Pacific |Cable Com¬ 
pany is entitled to the fruits of its labor? A. It Chows where 
it would not have interfered with the earnings df the Com¬ 
mercial Pacific Cable Company, and it realized qnd we were 
willing to compromise with the Japanese Government on 
that proposition, and we proposed to them to compromise 
with them through the State Department so thdt the Com¬ 
mercial Pacific Cable Company would get back the same 
proportion of the total traffic it put in, and we were never 
accorded any answer from the Japanese Government on 
that proposed compromise. That shows we were will- 
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684 ing at least to let R. C. A. in there on some kind of a 
reasonable basis. 

Q. Did you take that position before R. C. A. got in or 
afterwards? A. I don’t recall just now. It was about 1923. 
It was after the time when we first made a protest to the 
Japanese Government and the State Department. 

Q. Was it an evidence of willingness that R. C. A. might 
get in, or was it an endeavor to make a peace trade, which 
was after the R. C. A. got in? A. You can put any construc¬ 
tion you want on it. We are in the communications business 
and naturally we are trying to cto the best we can for our 
companies. 

Q. Is that contract with Japan still in force? A. It has 
been renewed for five years. 

Q. Has that exclusive provision been changed in any way? 
A. Oh, yes. 

Mr. Kern: I object as to whether or not the exclusive 
provision has been changed in any way. They objected to 
it. 

Mr. Wozencraft: Yours is an exclusive provision and outs 
is a preferential. 

Mr. Kern: You have called that an exclusive provision 
and I object. 

Mr. Wozencraft: And I demand to see the contract. 

Mr. Kern: It is in the files of the Commission. 

The Chairman: The Chair has already taken under con¬ 
sideration Mr. Wozencraft’s objection and will rule on it 
later. In the meantime why quibble about the term? 

685 You gentlemen know you are talking about the same 
thing. Let us proceed with the examination. 

By Mr. Wozencraft: 

Q. You say the Commercial Pacific Cable Company has 
interpreted those contracts with foreign stockholders and 
connecting lines since the establishment of the Mackay 
Radio transpacific services, do you not? A. Yes, sir. 

Q. Just answer the question in plain English. Has any 
company affiliated with the Commercial Pacific Cable Com¬ 
pany through joint ownership, or through holding company 
ownership, or as a member of the international system in 
any way increased the receipts or assets of any company in¬ 
terested with it in the Commercial Pacific Cable, or affili- 
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i 

ated with any company interested with Mackayj in the Com¬ 
mercial Pacific Cable because of the opening of the Mackay 
Transpacific service ? 

Mr. Kern: Read the question, please. j 

i 

(The pending question was thereupon rea£ by the re¬ 
porter. ) 

A. No, sir. I 

1 i 

i 

By Mr. Wozencraft: I 

Q. Take them one by one. Have the Danish interests 
or any of them interested in the Commercial pacific Cable 
received anything of value directly or indirectly from any 
member of the International Telephone and Telegraph Cor¬ 
poration group because of the opening of the transpacific 
Mackay service? A. No, sir. j 

Q. Now, the same question as to the British inter- 

686 ests. A. No, sir. I 

* 

Q. Nothing whatever? A. No, sir. 

Q. Then the American partner owning one-fourth interest 
and then managing the property has opened q, direct com¬ 
peting radiotelegraph service in competition yvith its for¬ 
eign partners without any compensation to them because 
of that competition, is that right? A. Except fo the extent 
that the whole of the revenues of the Far East, American, 
European traffic are in these financial arrangements. 

Mr. Wozencraft: Read that back, will you, Mr. Reporter? 

' 

(The reporter read the last answer.) 

By Mr. Wozencraft: j 

i 

| 

Q. Including the revenue accruing to Mackay from its 
transpacific telegraph service? A. All Pacific revenues 
across the Far East are computed in these arrangements 
through the Mackay Companies, the Massachusetts Trust. 

Q. Is the revenue accruing to Mackay Radio irom the op¬ 
eration of the transpacific service included in that arrange¬ 
ment ? A. It is computed in the arrangement, yes. 

Q. Computed in the arrangement? A. Yes. 

Q. Are the revenues in effect put into a joint purse with 
the revenues from the Commercial Pacific Cabl^ Company? 
A. I would not say they are put into a joint putse, because 
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the Mackay Company is not a party to the joint purse 
687 of the European companies. Its contract is with the 
Eastern Extension Telegraph Company, and that 
company has the relations in the joint purse with the other 
European companies, but the Mackay Company’s arrange¬ 
ment is merely a financial arrangement between the East¬ 
ern Extension Company and the Mackay Companies, the 
Massachusetts trust. 

Q. And just how are the revenues of the Mackay Radio 
Company derived from its transpacific service affected by 
the arrangements of which you have spoken, which include 
all Far Eastern traffic? A. Did you say the arrangements 
of the Mackay Company or the Mackay Radio? 

Q. I asked how the revenues from the Mackay Radio Com¬ 
pany are affected by the arrangement of which you have 
spoken. A. The revenues from the Mackay Radio Company 
are not affected at all. 

Q. Then if they are not affected at all how then can there 
be an effect working now under an arrangement or agree¬ 
ment inclusive of all Far Eastern traffic? 

Mr. Kern: Mr. Chairman, that involves the substance of 
these agreements. If he wishes to ask to put them in that 
is the only vrav I know of telling this story, and I do not 
think it should be told without the consent of the other 
parties. 

The Chairman: I think, Mr. Kern, Mr. Wozencraft is en¬ 
titled to an answer to the point, toward which, as the Chair 
sees it, he is driving. 

Mr. Kern: I have no objection to their doing it if 
688 the Commission so rules after the request of the 
R. C. A. We do not believe the information should 
be disclosed, and it is only on account of this confidential 
situation which may affect other parties. 

Mr. Wozencraft: Mr. Chairman, I ask for no confidential 
information, but I do want to know whether or not the reve¬ 
nues from the Mackay Radio use of frequencies granted by 
the American Government, acting through this Commission, 
are in any way the subject-matter of agreements, financial 
arrangements, or any other arrangements, between any com¬ 
pany and foreign telegraph companies or administrations. 
Now that is a question. I don’t care how they answer it. 
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j 

I do not ask for the production of anything that is con¬ 
fidential, but I want to know that fact. 

Mr. Kern: Mr. Deegan has already testified tjiey are com¬ 
puted by the Mackay Company in making its calculation of 
the receipts which it has received from the other parties to 
these agreements, and that they are calculated in making 
that determination of the financial results. 

j 

i 

i 

By Mr. Wozencraft: 

* 

I 

Q. What is the effect of the calculation andj what is the 
result of the calculation ? A. The effect of the Calculation I 
could not give you because there are so many elements en¬ 
tering into those financial agreements affected by traffic all 
over the world from European countries the same as the 
American, and the foreign exchange, and everything else, 
and I could not give you the effect of the Macl^ay Radio in 
those figures, except to state I have shown yob by the fig¬ 
ures I have read we have remitted no money to the 
689 other side on account of the entrance of^ the Mackay 
Radio in the field, but money has flown tq us, and that 
there was no new agreements made at the time ithat Mackay 
Radia entered into the field as regards transpacific arrange¬ 
ments. | 

The only way the Mackay Radio entered into that picture 
was through the contracts of 1904. 

By The Chairman: ! 

i 

I 

Q. Mr. Deegan, has the amount of money conliing into the 
Mackay Companies from its European sharers in this en¬ 
terprise been reduced to any extent by the revenues of the 
Mackay Radio Pacific circuits? A. That I cap’t tell you. 
That would be a very involved calculation, and I doubt 
whether after you sat down and tried to catenate it you 
could get any result, because it involves all tbe factors of 
increase and decrease in traffic from European Countries as 
well as American, and foreign exchange and figures of that 
kind. Of course, the figures have been reduced ib 1934. For 
instance, there were $231,000 as compared with $355,000 in 
1932. But I can’t tell you that that was due to the entrance 
of the Mackav Radio into the field. 

Q. The net revenue of Mackay Radio froib its trans¬ 
pacific circuits does enter into the computation of the joint 
purse though? A. It does, yes. 
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Bv Mr. Wozencraft: 

w 

Q. Will your Norwegian traffic go into the joint 

690 purse, too. A. No, sir. 

Mr. Wozencraft: Mr. Chairman, before we recess I 
want to state just this: We have introduced into this rec¬ 
ord the annual report of I. T. & T., showing the percentage 
of its investments in various countries, and the percentage 
of its investment in the United States. Its dollar interest is 
certainly a broad one, as those figures show. 

This witness has testified to traffic arrangements so con¬ 
fidential that they should not see the light of day, between 
companies of the International System and foreign com¬ 
panies and administrations. 

Mr. Chairman, until the traffic contracts of the cable and 
radiotelegraph companies of the International System with 
foreign administrations and companies and government are 
on the table it is the contention of this respondent that it is 
an impossibility for this Commission to determine whether 
or not American communication interests are safe in I. T. 
&. T. hands as to whether or not— 

Mr. Kern (interposing): Mr. Chairman, that statement 
is completely full of assumptions and wrong statements. 

The Chairman: Just a moment, Mr. Kern, let Mr. Wozen¬ 
craft finish. 

Mr. Kern: I was denied the opportunity to make this 
kind of statement at the beginning. Of course, I can not 
cross-examine Mr. Wozencraft when he makes a statement 
like that, and they are so outrageous in their implications 
that I will make a statement myself along the same line if 
we are going to have that kind of an argument here. 

Mr. Wozencraft: I am asking, Mr. Chairman, for the pro¬ 
duction of only one of the private contracts showing the 
relationship of the companies of the International 

691 System to other telegraph and cable and radiotele¬ 
graph companies and administrations of the world 

for the purpose of ascertaining only one factor, and that is 
whether or not the I. T. & T. is in the position to operate 
American radiotelegraph services solely in the public inter¬ 
est of the United States. Now that is all I am asking for, 
and there is not anything inflammatory about it. 

The Chairman: You are, I believe, Mr. Wozencraft, ask¬ 
ing for contracts which for the most part were entered into 
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refer to any 


in the year 1904, and the I. T. & T. came into the picture, 
as the Chair recalls, about 1920. 

Mr. Wozencraft: I am asking for contracts under which 
the revenues from radiotelegraph circuits operated under 
licenses from this Commission are taken into cionsideration 
in financial settlements or arrangements with foreign com¬ 
panies or administrations. 

The Chairman: Mr. Kern, do these contracts 
except transpacific arrangements for traffic ? 

Mr. Kern: The traffic between Europe orj the United 
States and the Far East, including South America; I mean 
all the Americas and the Far East whether it | goes by the 
Atlantic or Pacific. j 

The Chairman: But it is with the Far Eastern countries ? 

Mr. Kern: Yes. I think that if Mr. Wozencrhft wants to 
ask for the production of those documents it is his privilege 
to ask for them and a ruling will be made. 

I have stated the only ground of objection we have 
692 is one of policy. There is nothing we have hidden 
here. 

Mr. Wozencraft: The only point I raise is the point of 
policy. I want to know the extent to which American com¬ 
munications are going to become a single link in a world¬ 
wide chain of communications, controlled by a company 
whose dollar interest is primarily abroad. I 

I want to know the connection of American traffic with 
the British interests, which own one-half of the Commercial 
Pacific Cable Company, and are in partnership with com¬ 
panies related to the applicant here. There is ho question 
of good faith or bad faith. There is no charge of anything 
of the sort. There is no reflection on any foreign adminis¬ 
trations or companies. There is simply the cold question 
raised as to whether or not this Commission should grant 
radiotelegraph licenses to a company when that company 
has its revenues taken into effect in considering financial 
arrangements with other administrations and the nationals 
of other countries. I want to show what the tie-pi is, that is 
all. 

Mr. Kern: Mr. Chairman, I would like to m^ke a short 
statement. j 

The Chairman: All right, Mr. Kern. j 
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Mr. Kern: These contracts are pending before the Com¬ 
mission.. Now they will not be renewed unless approved by 
the Commission. If they are disapproved by the Commis¬ 
sion they terminate immediately. The only agreement for 
renewal is subject to that approval. 

The question of public policy involved is a question of 
determination under those agreements from the point of 
view of public policy by the Commission. If the Corn- 

693 mission holds those agreements are not against pub¬ 
lic policy then there is nothing comparable in any 

way, shape or manner, and if they determine there is some 
reason of public policy why they should not be renewed 
then those agreements are not in force. 

694 (Discussion off the record.) 

The Chairman: Gentlemen, the Chair will instruct the 
reporter to strike physically from the record the remarks 
both of Mr. Wozencraft and Mr. Kern in their last two state¬ 
ments. 

Now, as to the question before the Commission, the Chair 
understands that it is agreeable to all counsel that the Com¬ 
mission advise itself with respect to the Commercial Pacific 
contracts and make such use of them as it may find neces¬ 
sary in the disposition of this case, without making the con¬ 
tracts a part of the record in this case, and without 

695 making them public. Is that correct ? 

Mr. Kern: That is satisfactory to us. 

Mr. Wozencraft: That is perfectly satisfactory. 

The Chairman: We shall recess until 2 o’clock. 
(Wliereupon, at 12:40 o’clock p. m., a recess was taken 
until 2 o’clock p. m., of the same day.) 


696 1 Afternoon Session 

(The hearing was resumed at 2 o’clock p. m., pursuant 
to adjournment.) 

The Chairman: Mr. Wozencraft, will you resume? 
Wliereupon William J. Deegan previously sworn, re¬ 
sumed the stand and testified further as follows: 
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Cross-Examination (Continued) 

I 

By Mr. Wozencraft: j 

I 

Q. You testified, Mr. Deegan, that the proceeds from the 
proposed Mackay-Norway circuit would not be Considered 
in any arrangements concerning the finances of j the other 
companies such as you have testified about? : 

Mr. Kern: I do not think there is any such testimony as 
that. I wish you would ask a question. j 

Mr. Wozencraft: I will be very glad to ask th^ question. 

I think that that is the testimony. 

Mr. Kern: No, it is not. j 

Mr. Wozencraft: The record will speak. j 

i 

i 

By Mr. Wozencraft: i 

Q. You have testified concerning certain financial arrange¬ 
ments which exist between—is it some or all of the Mackay 
Companies' revenue and other interested foreign com¬ 
panies? A. The only relation to the Mackay Companies' 
revenue is as far as the Far East is concerned. 

Q. The Mackay Companies then are the Commercial Pa¬ 
cific Cable and the Mackay Company of California? 
697 A. When I am speaking of the Mackay Companies, I 
am speaking of the Mackay Companies, the Massa¬ 
chusetts trust. ! 

Q. Is any of the revenue of the Commercial! Cable af¬ 
fected or considered? A. Commercial Cable revenue with 
the Far East are considered. ; 

Q. Not anywhere else? A. Not anywhere elsb, To and 

from the Far East. | 

Q. The question which I thought you had ansjwered and 
which counsel says you have not, I will ask. Would the 
revenue from the proposed Mackay circuit to Norway be 
considered in any such financial arrangements 6r division 
or allocation or whatever it may be? A. No, sir. I 

Q. Is the revenue or any part of it of the Mackay circuit 
to Denmark included or considered? A. No, sir.j 

Q. And I suppose the same statement is tru^ as to the 
revenue from the Mackay circuits to Austria, Hungary and 
Vatican Citv, is that correct? A. The same statement is 

correct. 


i 

i 

i 

i 

i 
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Q. You have spoken of early cross license arrangements 
of the Radio Corporation. You know, do you not, Mr. Dee- 
gan, that when war was declared by the United States, it 
was found that no single company had the patents necessary 
to enable that company to establish or conduct adequate 
radiotelegraph international service? A. No, I don’t know 
that. 

698 Q. You don’t know that? A. No, sir. 

Q. Do you or not know that the United States Gov¬ 
ernment appealed to the various companies holding patents 
to make arrangements so that all of those patents would be 
available to the Government during the war? A. I have 
heard that in statements by the R. C. A. 

Q. That the Government asked that the companies make 
their patents available to the others in serving the Govern¬ 
ment during the war ? A. The same answer. 

Q. And that following the war and the necessity for such 
an arrangement, the patent situation would have reverted 
to its position before the war except of course for any new 
patents that might have been obtained? A. The same an¬ 
swer. 

Q. And that had not some central agency been devised 
whereby the patents from Westinghouse and General Elec¬ 
tric and A. T. & T., United Fruit, Marconi of America, use¬ 
ful in international telegraph field, so that they might all be 
made available to one company or one telegraph agency, 
that there could have been no effective international radio¬ 
telegraph service? A. I have heard that through R. C. A. 
sources, but I am not certain that it is correct, because if 
we had been able to make our arrangements with the West¬ 
inghouse Company, who at that time as I recall it, controlled 
the heterodyne and the Armstrong and had been able to 
make arrangements with the Telefunken Company in Ger¬ 
many with its alternator, we very likely would have 

699 been able to set up a very efficient radio circuit ser¬ 
vice between the United States and foreign places. 

Q. You think by combining Federal with Westinghouse 
and the German patents, that you might have been able to 
set up a service? A. I would not be surprised. 

Q. You don’t know that that is a fact any more than you 
know of the circumstances of the statements of the R. C. A. 
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that you say you have heard, are a fact? A. No, but I have 
a very strong opinion in that direction. 

Q. A very strong opinion? A. Yes, sir. 

Q. You are, I believe, a vice president of the Mackav 
Companies, is that right? A. Yes, sir. 

Q. You are familiar with the communications policy or 
policies of the Mackay Corporation companies, are you not ? 
A. More or less. ! 

Q. And of the companies in the international field affili¬ 
ated through the International System? A. T^) a certain 
degree, yes. j 

Q. Is this desire to build up radio to recoup for Mackay 
and the International System, business which you contend 
has been taken in the international field by R. C. A. Com¬ 
munications? A. That is one of the desires. Another de¬ 
sire would be the desire, as I stated in my opening 
700 statement, to give a coordinated wire, radio and cable 
service. Any form of telegraph service that there is, 
we feel that we must give if we are to keep up our position 
in the communications field. | 

i 

Q. You do not feel that you have to give every type of 
service to every point there is? A. If our competitors do, 
we feel that we should have the same service, j 

Q. To Denmark, do you feel that you have now both 
radio and cable service? A. Well, of course, Mr; Stone laid 
down the formula which I thought was very gobd, namely, 
that we wanted radio now at least in all of those countries 
where radio was doing more of the business than the cables, 
and without knowing for sure, I think that is;so in Den¬ 
mark ; so that we would be willing to subordinate our cable 
service in Denmark to the radio service if we felt that we 
could get more business by radio than by cable. 

Q. Mr. Stone’s statements and the aspirations which Mr. 
Stone has for Mackay Radio represent the communications 
policy of the Mackay Companies, speaking of the holding 
company, the Massachusetts Trust, do they? A. I would 
say so, generally; although I do not know whether you got 
from his statement that we wanted to go to certain countries 
like England and France immediately. My idea would be 
perhaps that we would go into these countries at first 
where the radio business is substantially larger than the 
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cable business, but gradually get into these other 

701 countries with radio. 

Q. Hasn’t Mackay already tried to get into 
England, according to Mr. Stone’s statement? A. Yes, it 
did. 

Q. Was that in accordance with the policy of the Mackay 
holding company? A. Well, I will tell you. We tried to 
get into England not so much because at the time the radio 
business was larger than the cable business, but because we 
thought possibly we could use it as an alternate circuit to 
the cables in case of interruption to the cables, as a sup¬ 
plement to the cable system; but eventually we want to go 
into England as a straight radio proposition without re¬ 
gard to the cable picture. 

Q. Mr. Stone stated, if I understood his testimony cor¬ 
rectly, and I think I did, that he would like for Mackay to 
go into substantially all of the countries of Europe and to 
be the normal route for traffic between those countries to 
the United States and from the United States for Interna¬ 
tional System business except Germany, France, England, 
Spain and Italy, is that correct? A. I agree with Mr. Stone, 
yes. 

Q. You agree that the statement which I have made is 
correct as to Mr. Stone’s testimony? A. I don’t just recall 
the exact words of his testimony. 

The Chairman: I think it would be better for the record 

to speak for itself as to what Mr. Stone said rather than 

what this witness or counsel mav recall that he said. 

•> 

702 Mr. Wozencraft: I would like to know if the wit¬ 
ness agrees. 

The Chairman: The witness can be asked the questions, I 
believe, Mr. Wozencraft, as to what he believes, and the 
Commission can compare that with Mr. Stone’s views as 
expressed by Mr. Stone rather than rephrased by others. 

Mr. Wozencraft: I can read from the testimony may it 
please the Chair. I simply wanted to avoid the tedium of 
going to each country separately and asking the witness 
his views, because I assume Mr. Stone’s views are the views 
of the company. I have the testimony here, but I thought 
that in order to save time, that I would ask the question as 
I did rather than to read the specific testimony. 
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The Chairman: The Chair wants to avoid controversy 
between counsel and controversy between a fitness and 
counsel as to what the previous witness has testified. The 
record will show. 

i 

Mr. Wozencraft: I thought I phrased it first by asking 
the witness if he agreed with my recollection of {t. 

I 

I 

By Mr. Wozencraft: 

Q. Now, in your own words, Mr. Deegan, do you believe 
that first, the Mackay Radio should endeavor 'to establish 
circuits to substantially all of the countries of Europe ex¬ 
cept France, England, Germany, Spain and Italy? A. Yes, 
sir. ! 

_ i 

Q. Do you believe that Mackay Radio should be the nor¬ 
mal route for the International System telegraph 
703 business between the United States and each of those 
countries? A. I think that has to be determined by 
the conditions that are existing in those countries. If al¬ 
most all of the business is going by radio, then I think 
Mackay Radio should be made the normal route. 

Q. Do you know to what countries in Europje a substan¬ 
tial amount of the business does go by radio ?! A. Well, I 
am not sufficiently conversant with that, Mr. Wozencraft; 
I am not a traffic man. j 

Q. As an officer of the Mackay Companies, the Massachu¬ 
setts Trust, do you believe that Mackay Radio should now 
endeavor to establish service with Great Britain? A. All 
dependent on the circumstances there. If the radio busi¬ 
ness begins to exceed the cable business with Great Britain, 
then I certainly believe we should be in therei If the na¬ 
tionalistic* spirit in Great Britain grows to a point where 
the cable companies feel that they are not getting their 
share of the business, I believe they ought to be in there. I 
believe also that they ought to be in there as a supplement to 
their cable systems, as an alternate. It is quite possible 
that the business may grow between the United States and 
Great Britain. j 

We have been in a depression for five or six years, but the 
business shows signs of picking up, and it may! pick U P to a 
point where if radio were not in the picture, wq would lay a 
new cable, but with radio in the picture it might be very 
desirable that instead of laying a new cable, we install a 
radio circuit. 


i 
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Q. Do you know what percentage of the cable ca- 

704 pacity Commercial Cable is using at the present 
time? A. No, I don’t know, but I do know that before 

the break or before the depression that a very large pro¬ 
portion of it was used; perhaps all of it. At times, they did 
not have enough capacity to give the kind of service they 
wanted to give. 

Q. If Mackay radio service should be established between 
the United States and Great Britain, do you believe that it 
should be a service highly competitive with the Commercial 
Cable, or that it should be a service to be used primarily for 
overflow and in the event of emergency? A. No, if they 
establish the service to Great Britain, then it would stand 
on its own two feet. 

Q. You think it should be a highly competitive service? 
A. It should be a competitive service. 

Q. Would that be coordination? A. I would say so, in 
some respects. 

Q. Which respects? A. It would be coordination perhaps 
the same as we have it now with our joint operating rooms, 
coordination perhaps in the respect of billing and collect¬ 
ing, and at the same time coordination in helping our land 
line, and helping the cable and radio tolls on the land line 
system, which as I stated before is a very important item 
to us; in other words, we want to get business over the radio 
or the cables, and get all of it that we can in order, for one 
reason, to keep going our land line system in the United 
States, which is serving the American public in such 

705 a large way, and if we are not getting the benefit of 
all of the land line tolls on radiograms and cable¬ 
grams, that we can get, it is affecting our revenues in the 
land line system to a substantial extent. 

Q. Is it your feeling that the Commercial Cable Company 
has been progressively handling a smaller percentage of the 
international telegraph business between the United States 
and foreign countries? A. I don’t know the exact percent¬ 
ages. I do know from certain countries, they have been 
handling a smaller percentage. Whether that has been 
made up in part from other countries where perhaps the 
business increased a little, I don’t know. 

Q. You don’t know then whether R. C. A. Communica¬ 
tions competition with Commercial Cables has caused the 
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Commercial Cables to handle a smaller percentage of the 
total international telegraph business between I the United 
States and European countries than was formerly handled 
by Commercial Cables before the R. C. A. Communications 
came into the picture? A. I will state it in t}iis way. I 
know that R. C. A. Communications has cut intjo the Com¬ 
mercial Cable business very substantially, but |as I stated 
before, to what extent they have made it up in Other direc¬ 
tions, I don’t know. I 

Q. If the Commercial Cable Company handles as big a 
percentage of the business as it ever does, you would hardly 
say that it was in jeopardy, would you? A. Yes, because 
the total business has gone down very substantially, 

706 so that even if we were handling the same percent¬ 
age today that we were handling five yehrs ago, the 

volume and the revenue thereon is very much smaller. 

Q. That would not be due to R. C. A. Communications 
competition, would it? A. Yes, some of it. j 

Q. You think if the total business has gone down between 
the United States and other countries, and The Commer¬ 
cial Cable Company receives as big a percentage! of the total 
business as it ever did but receives less revenue, that that 
has to be ascribed to R. C. A. Communications competition? 
A. Partly, yes. | 

Q. Why do you feel that if R. C. A. C. had nbt come into 
the field, that the Commercial Cable percentage j of the busi¬ 
ness between the United States and foreign countries would 
have grown any bigger than it was before R. C. A. C. en¬ 
tered the field? A. I don’t think you can talk!in terms of 
percentage in that respect. If R. C. A. C. had!not entered 
the field, we would be getting all of the business! we are get¬ 
ting now plus what you have taken away from lus. 

Q. Before R. C. A. C. entered the field, the Competition 
was between Commercial Cables, Western Unioh Cable and 
French Cable, was it not? A. That is right. 

Q. Now, if R. C. A. C. had not entered the field? have you 
any reason to believe that the relative percentage position 
of Commercial Cable and Western Union Cable! and French 
Cable would have been changed materially? A- It is pos¬ 
sible that the percentage figures—and I don’t know— 

707 it is possible that the Commercial Cable Company 
percentage of the total business may be; as large as 

I 

i 

i 

I 

I 
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before R. C. A. entered the field, but it would be doing a 
good dSal more if R. C. A. was not there. 

Q. Is R. C. A. a harder competitor than Western Union 
or the French Cable? A. I would not say so except that 
they have advantages in Europe which the French Cable 
and the Western Union have not got. 

Q. Rut you think that the Commercial Cable would have 
grown at the expense of Western Union and French Cable 
if R. 0. A. had not entered the field, do you ? A. In the gen¬ 
eral business— 

Q. (Interrupting) I am talking of a percentage basis now. 
Assume that you carried before R. C. A. C. entered the 
field, X per cent of the total business available to the Com¬ 
mercial Cable Company and its competitors. Would you 
have any reason to believe that if R. C. A. C. had not entered 
the field, that X percentage w’ould have grown with relation 
to the percentage handled by Western Union Cable and 
French Cable? A. Possibly not with relation to those two 
companies, but with relation to the entire business. 

Q. At whose expense could it have grown out of the entire 
business except those two companies with only three com¬ 
panies in the field? A. It might have been new business. 

Q. Wouldn’t that still have been in the percentage 
708 of the total? A. Yes, possibly. I don’t know just 
what you are getting at, though, because you are talk¬ 
ing percentages here, but there is not any doubt about it 
that, talking dollars, we have lost business to R. C. A., and 
I do not think whether we lose it to the Western Union or 
to the French Company has any concern in the matter. 

Q. Then you think that even if you handle now as big a 
percentage of the international business as you ever han¬ 
dled, that Commercial Cable is in jeopardy from R. C. A. 
Communications competition unless you get this Norway 
application through? A. Unless we get the Norway appli¬ 
cation and many other applications. 

Q. Do you know what percentage of the business Com¬ 
mercial Cable used to handle? A. I know at one time be¬ 
fore the Western Union was taken over by the A. T. & T., 
that they handled over 50 per cent of the business across 
the Atlantic. I don’t know what the percentage was before 
the R. C. A. entered the field, and I am not accurate on what 
it is now. 
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Q. You don’t know what it is now? A. No. ; 

Q. Mr. Goldhammer would be able to testify specifically 
concerning those things ? A. Bight. j 

Q. You do know, don’t you, that the figures filed with the 
Federal Communications Commission for the first ten 
months of 1935 show that the entire international telegraph 
business of R. C. A. Communications, Inc., is approx- 

709 imately 10 per cent less than the busiiiess handled 
alone by Commercial Cable, let alone All-America 

Cables, Commercial Pacific Cables, Mackay R^dio of Dela¬ 
ware and Mackay Radio of California? A. Ij don’t know 
that. No. | 

Q. Will you refer to the official filings which are available 
and check and see if my statement is not correct, that the 
total revenue from the international telegraph traffic of 
R. C. A. for the first ten months of 1935 as showffi by reports 
to the F. C. C. is $3,068,525.92; and that the business of the 
Commercial Cable Company for a similar period is $3,353,- 
333.64, and that the figures of the Commercial Cable do not 
include those of the sister International System companies, 
Mackay of Delaware, Mackay of California, | Commercial 
Pacific Cable and All-America Cable? Now, Assuming for 
the moment those figures to be correct, would you say that 
the great International System is in very grOat jeopardy 
from the competition of the R. C. A. Conimunications 
which handles less total business than a single! company of 
the International System handles? A. I certhinly would. 

Mr. Wozencraft: That is all. ; 

The Chairman: Mr. Kimball ? j 

Cross-Examination ! 

I 

By Mr. Kimball: j 

Q. Did you hear Mr. Stone’s testimony, Mr. Deegan ? A. 
Partly, yes. j 

Q. Irrespective of what Mr. Stone may or niay not have 
testified, do you agree or is it your position that a 

710 company situated as is Mackay Radio and Telegraph 
Company increases in importance as its ^coverage in¬ 
creases, not withstanding the fact that the additional cov¬ 
erage may for a time be transmitted at a loss? j A. Yes, sir. 

Q. You agree with that? A. Yes, sir. 
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Q. Are you aware of the fact that the rate per word to 
Norway is 1.20 gold francs? A. I believe that is the rate. 

Q. This morning you were able to give some percentages 
which you were unable to give this afternoon, and in that 
connection read an excerpt from the Western Union annual 
report. Did you intend to convey the impression to this 
Commission by such testimony and by the reading of such 
report of the Western Union Telegraph Company that the 
Western Union does not care or is not interested in the 
business which it develops over its cables but is using it 
sort of as a by-product proposition? A. No, I did not want 
to give that impression, but I wanted to give the impression 
to this Commission that the Western Union, as far as its 
financial position was concerned, and its earnings were 
concerned, was far less in jeopardy from the R. C. A. com¬ 
petition in the international field than is our system. 

Q. You know as a matter of fact, do you not, because of 
your association with the International System, that the 
Commercial Cable Company every day of its existence is 
meeting keen competition from the Western Union 
711 with respect to cable traffic between this country and 
England? A. Absolutely. 

Q. I take it, Mr. Deegan, that your only purpose in refer¬ 
ring to the formation of the R. C. A. and the cross-licensing 
agreement and the reading of excerpts from the Federal 
Trade Commission report relating to these subjects by your 
counsel, was to embrace the opportunity afforded by this 
hearing to again publicly express the keen disappointment 
of the Mackav Svstem, that the R. C. A. and not itself was 

v v 7 

the successor of the American Marconi and the party to the 
cross-licensing agreements referred to therein? A. No. 

Q. What was your purpose? A. My only purpose in that 
statement was to give a brief outline of the efforts that we 
had made to get into the radio field, and that this is no de¬ 
sire on our part we have recently had, that vre have had this 
desire for years to get into radio long before we finally did 
get into it. 

Q. And you publicly express that desire every oppor¬ 
tunity afforded you to be heard, have you not? A. Yes, sir. 

Q. If as you seem to indicate, the American communica¬ 
tions policy should be such as to offer to foreign adminis¬ 
trations as great a proportion of the revenue accruing from 
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international traffic as possible, and if as you hhve testified 
the communication company increases in resource as the 
coverage which it is able to afford increases, thO cable com¬ 
pany could easily meet such a situation by agreeing in the 
case of the proposed circuit, to give to the Norwegian 

712 administration 61 gold centimes for each Word trans¬ 
mitted without any increase in the rates to be charged 

the American or the Norwegian public, could the^ not? A. I 
don’t get your point. 

Mr. Kimball: I will have the question repeated. 

(The question is read.) * j 

The Witness: If I understand your question as indicating 
that the radio companies are paying out such q large pro¬ 
portion of the toll to the foreign administrations that the 
cable companies could afford to compete with them on a 
basis which would still leave the cable companies more reve¬ 
nue than the radio companies get from those tolls, my an¬ 
swer to that would be that that situation will He corrected 
by the larger volume of business that radio companies will 
get from Europe in the western direction thaji the cable 
companies would get; in other words, the cable companies 
will get to a point in Europe where they can ^iot get any 
business at all if the conditions in Europe go on as they are 
going on there today, because of the interest of the foreign 
governments in the radio picture over there. 

Q. I do not believe I have made myself clear, ilr. Deegan. 
As I understand it, you are proposing an arrangement to 
this Commission whereby the revenue which the foreign 
government receives in the case of the Norway traffic will 
be increased considerably over the proportion tliat they get 
from such traffic now being handled by Commercial Cable 
Company, isn’t that true? A. That is probably true. 

Q. I further understand that the Norwegian Ad- 

713 ministration will receive 50 per cent of ttye 1.20 gold 
francs per word, or 60 centimes? A. I don’t know 

that. I am not acquainted with those proportions. I have 
not studied into that at all. 

Q. Well, it has been testified to here that that is the fact, 
and it is in the agreement, and I am asking you to accept 
that for the purpose of my next question. A. All right. 

Q. You have testified that the importance of a communi¬ 
cations carrier of communications increases a$ its cover- 
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age increases notwithstanding the fact that that coverage 
is handled at a loss. A. I do not agree that it is going to be 
handled at a loss. 

Q. I am not talking about this particular traffic being han¬ 
dled at a loss; I am talking about the principle which I un¬ 
derstood you testified to, and which Mr. Stone testified to, 
to-writ: That the greater the coverage of a communications 
system company, the greater its importance that it assumes 
in the communications field, notwithstanding the fact that 
such additional coverage was carried at a loss. A. I do not 
concede the latter, that it is necessarily carried at a loss. 

Q. I am not asking you with respect to this particular cir¬ 
cuit ; I am asking you with respect to the principle involved. 
Do you agree to that as a matter of principle? A. I guess 
we do not understand one another. 

Q. I have tried to make it simple. A. My contention is 
that the radio business will not always be carried at 
714 a loss. 

Q. But you agree, do you not, or do you not agree 
that if you can get the increased coverage and it is carried 
at a loss for a year or two, nevertheless it is an important 
link of your communications system for the reason that it 
offers wider coverage for the public which it serves? A. If 
it is carried at a loss for a year or two, I agree that it is 
possible. It might be necessary to do that. 

Q. Now I ask you if the policy is going to be to see to it 
that these foreign administrations get as great a propor¬ 
tion of the international traffic so far as the revenue is con¬ 
cerned, as possible; and if the importance to a communica¬ 
tions carrier is the coverage which it has, could not the cable 
companies meet the situation tomorrow’ by saying to the 
Norwegian Administration “We wall give you 61 centimes 
instead of 60 centimes wrhich the radio companies are giv¬ 
ing to you,’’ and by that means take and keep the business 
which they now have? A. Well, I am not enough of a rate 
expert to know vriiat is in that whole picture. There might 
be other things in the picture there that I do not understand 
as to out-payments and so forth. You had better talk to 
Mr. Goldhammer about that. 

Q. Do you think that the Norwegian Administration, for 
instance, is more interested in the transmission of this traf¬ 
fic by radio than they are in the number of centimes per 
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word that they receive for handing the traffic oyer to which¬ 
ever communications company they hand it to? A. 

715 I think they are interested in the centimes, but I am 
not sure that what you have stated there as to what 

the cable companies can do, is right. 

Q. It comes to this, does it not, that if you are correct as 
to the importance of coverage to a communications carrier, 
and they agree with you, the cable companies to increase 
their importance, would go to the point of carrying this 
traffic at a loss and give a lot of their revenue jto the Nor¬ 
wegian Administration? A. If you premise is correct, but 
I do not think your premise is entirely correct, j 

Mr. Kimball: That is all. 

i 

i 

i 

Cross-Examination ! 

I 

I 

By Mr. Kennedy: | 

i 

I 

Q. Are you prepared to testify to the financial condition 
of the Commercial Cable Company, or is there spmeone else 
better informed? A. Mr. Goldhammer is informed on the 
operating results. I have not been in touch with the Com¬ 
mercial Cable Company for the last year or so; but I will 
try, and if I can not answer I will tell you. 

Q. Will you trace please the $20,000,000 indebtedness 
originated by the Commercial Cable Company ii^ 1897 down 
to the present time? A. I will trace it as far as I can; it 
is a long story. j 

The Commercial Cable Company in 1897 brought out an 
authorized bond issue of $20,000,000 4 per cept 500-year 
gold bonds. That issue of $20,000,000, they issued 

716 $15,000,000 of those to stockholders of the Postal 
Telegraph & Cable Company, a New York Corpora¬ 
tion, which owned a number of the other companies making 
up the land line system of the Postal Telegraph! They is¬ 
sued those bonds, $100 for a $100 share of stock in the 
Postal Telegraph & Cable Company. 

Mr. Kern: Is that Company or Corporation? 

The Witness: Company. The Commercial Cable Com¬ 
pany then thereupon became the owners of the stock and 
also the physical property in some way or other than I have 
not found out yet, of the land line system of the Postal 
Telegraph. j 

i 


i 
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In the next four or five years, they issued $5,000,000 
more of those bonds in exchange for various telegraph 
properties and in the building up of the land line systems so 
that you had then the total authorized issue completely is¬ 
sued of $20,000,000. 

In 1898 they formed a new corporation called the Com¬ 
mercial Cable and Telegraph Company, a New York cor¬ 
poration, and they transferred to that company all of their 
stock in the land line system and as well as in physical 
property that they owned in the Postal, in exchange for the 
entire outstanding stock of the Commercial Cable & Tele¬ 
graph Company, 5000 shares. 

In 1905 they transferred to the Mackay Companies—the 
Commercial Cable and Telegraph Company transferred to 
the Mackay Companies all of the stocks held by the Com¬ 
mercial Telegraph and Cable Company in the Postal land 
line system, and bear in mind all the time that all of these 
stocks were deposited with the Farmers Loan and Trust 
Company as collateral of the $20,000,000 mortgage. 
717 The Mackay Companies, the Massachusetts Trust, 
thereupon became the owners of all of this capital 
stock of the land line system of the Postal Telegraph. 

Then from time to time, before and after that deal, vari¬ 
ous of the properties in the State companies were being 
transferred to the various State companies, so that by 1908 
when the Commercial Cable and Telegraph Company was 
dissolved, as far as I know all of the physical property of 
the Postal Telegraph land lines system was then in the con¬ 
trol and owned by each individual State company of the 
respective State companies. 

That condition was not changed, as far as I know, until 
1928, when the Postal Telegraph and Cable Corporation 
was formed to take over all of the outstanding stock or as 
much as it could get in of the outstanding preferred and 
common shares of the Mackay Companies. They also of¬ 
fered to exchange Postal Telegraph and Cable Corporation 
5 per cent bonds for this $20,000,000 issue of 4 per cent 
bonds of the Commercial Cable Company which were in the 
hands of the public, and they did get all of those bonds in, 
and in 1930 or 1931 they retired all of those bonds or they 
sent them to the trust company for retirement, and the 
Commercial Cable Company substituted for those bonds its 
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4 per cent note of $20,000,000 to the Postal Telegraph and 
Cable Corporation. ! 

718 Q. Who is the primary debtor nt>w of the 
$20,000,000? A. The Postal Telegraph i and Cable 
Corporation. 

Q. Corporation? A. Yes. 

Mr. Kern: The debtor. 

i 

The Witness: The Postal Telegraph and Cable Corpora¬ 
tion is the one to whom the Commercial Cab^e Company 
owes the $20,000,000. 

By Mr. Kennedy: J 


Q. How is the property now of the Postal Telegraph- 
Cable Company involved? Does not the Postal Telegraph- 
Cable Company owe the Commercial Cable Company the 
same amount? A. Yes, at least it is a lien oh all of the 
property owned by the various Postal Telegraph land line 
systems and therefore if the Postal Telegraph and Cable 
land line svstems were sold, this I take it would be a first 
lien on the land line property. Now you are getting me a 
little bit into a legal phase. ; 

Q. I don’t want to ask any legal questions, but I want to 
get the picture where the debt lies. Is this correct, that the 
Postal Telegraph and Cable Company owes th!e Commer¬ 
cial Cable Company $20,000,000? A. I would sa^ so, yes. 

Q. And in turn, the Commercial Cable Company owes the 
Postal Telegraph-Cable Corporation $20,000,000? A. 
Right. 

Q. Isn’t it true that while the Postal Telegraph-Cable 
Company has not been paying interest on this $20,000,000 
indebtedness to the Commercial Cable Company, 
719 that the Commercial Cable Company has tyeen paying 
interest on the $20,000,000 to the Postal Telegraph- 
Cable Corporation? A. That I could not tell ydu about. I 
am not in touch with that phase of it. ! 

Mr. Kennedy: Is there anyone here who knows ? 

Mr. Kern: I do not think that we have anyboqy from the 
comptroller’s department here that could givq you any¬ 
thing from the books on it. Mr. Deegan has beejn speaking 
of transactions from 1897 to 1928 without any paper or 
figures or anything of the kind, and there may qe some ne¬ 
cessity of getting back to the exact books to give the exact 

I 
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transactions. He is trying to give you the picture. I think 
that I can tell you one thing that is perfectly clear, and that 
is that the Commercial Cable has been paying its interest 
to the Postal Corp. except the last payment which was due 
I believe in July—I am not sure—, at any rate the last pay¬ 
ment is in default. 

Mr. Kennedy: But the Postal Telegraph and Cable Com¬ 
pany has not been paying the interest to the Commercial 
Cable Company? 

Mr. Kern: Not since June 14th. 

Mr. Kennedy: What year? 

Mr. Kern: 1935. 

By Mr. Kennedy: 

Q. Isn’t it true, Mr. Deegan, that if interest was being 
paid to the Commercial Cable Company by the other Sys¬ 
tem companies on the various indebtednesses due the Com¬ 
mercial Cable Company, that they would not be op- 
720 erating at a loss? A. I think that is correct. 

i Mr.Kennedv: Mr. Chairman, if he is not particu¬ 
larly familiar with the figures, we can determine whether 
we will request someone else to testify along that line. 
Later, Mr. Kern, we will talk to you about it. 

Mr. Kern: Of course, all of the figures are available to 
the Commission. I don’t know whether we want to bring 
a witness down to testify unless it is important. I will be 
glad to discuss it with you. 

Mr. Kennedy: That is all. All right. 

The Chairman: Any further questions, Mr. Kennedy? 

Mr. Kennedy: Mr. Arnold has. 

Cross-Examination 

By Mr. Arnold: 

Q. I believe there are two contracts, one of a date of 1904 
and one of a date of 1927. The latter is not fully executed 
—involving the Commercial Pacific Cable Company on 
Pacific traffic. Could you tell us as to whether you are op¬ 
erating under the contract of 1904 or the unexecuted con¬ 
tract, so far as our records show, of 1927? A. We are op¬ 
erating so far as I know under the unexecuted contracts of 
1927. I do not think they changed in any substantial re¬ 
spect the contract of 1904. 
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I 

I 

Mr. Kern: You are talking about the traffic agreement 
now! | 

Mr. Arnold: Yes. ! 

! 

By Mr.* Arnold: j 

721 Q. Could you tell us for whom does the Federal 
Telegraph Company manufacture radio ; apparatus; 

in other words, whether its apparatus is available for sale 
on the open market! A. Yes. 

Q. Your company has then an agreement witji the Great 
Northern Telegraph Company, Ltd., I believe, jwith refer¬ 
ence to routing of Atlantic traffic! A. Yes. j 

Q. Are you familiar with the provisions as to itraffic rout¬ 
ing that are there provided! A. I am not. Mif. Goldham- • 
mer is. 

Mr. Arnold: That is all. ! 

Mr. Kern: I have a few more questions. ! 

Redirect Examination j 

i 

By Mr. Kern: j 

i 

I 

Q. In reply to some questions which discussed questions 
of policy of the Mackay Companies, you gave i certain an¬ 
swers as to what you thought were or were not the policies, 
and whether Mr. Stone expressed, and so forth. I do not 
care to repeat those, but I want to ask you this: Is there 
any such thing as the policy which is determined before the 
event arises so that you can predict by a fixed policy what 
will be done in certain circumstances if something happens, 
or is it something that is determined at the time after con¬ 
ferences with the parties, with the interested operating ex¬ 
ecutives and officers of the corporations so that you can de¬ 
termine in the light of the then existing circumstances what 
the policy would be! A. At the time, certainly. 

722 Q. In other words, there is not any policy as to 
what you would do if certain contingencies happened 

which perhaps are inconceivable in their happening! A. 
No, sir, we are in the office every day and we discuss them 
in the light of what happens from day to day. | 

Q. One question was asked of you as to whether you be¬ 
lieve that certain circuits should be established except pos¬ 
sibly for Germany, France, England, Spain ancl Italy. In 
your answer you did not mean that you are not interested 

i 

i 

i 
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in establishing circuits in any of those countries as soon as 
that can be done ! A. That is right. 

Q. We have already made a contract with Prance which 
we could not carry out according to the evidence that has 
been put in! A. Right. 

Q. We have already made a contract and put in operation 
a Spanish circuit which we have had to discontinue! A. 
That is right. 

Q. And vrould be opened again if we got the chance! A. 
Yes, sir. 

Q. And do it right away! A. Yes, sir. 

Q. In other words, I am asking if in making these an¬ 
swers to a long question, you do not mean to except all of 
the possible conditions that might be set forth in the ques¬ 
tion without consideration of each one of those coun- 

723 tries or conditions separately! A. Yes. 

Q. You have stated that you agreed with the form¬ 
ula that was suggested that the Mackay Company should be 
interested in radio to those countries where radio became 
the major means of communication! A. Yes, sir. 

Q. But by that you did not mean, did you, to eliminate 
going to other countries where there are other reasons for 
radio communication! A. No, I think I explained that very 
thoroughly. 

Q. For instance, if out payments come into it in one case. 
You did deal with the question, as I remember, of the favor¬ 
ing of national interests! A. Right. 

724 Recross-Examination 

By Mr. Wozencroft: 

Q. If a direct radiotelegraph circuit were established to 
France, do you think that it ought to be designated as the 
normal route for international traffic to and from the 
United States and France! A. It all depends on what the 
conditions are at the time it is established. 

Q. How about Spain! A. I said before that that only 
applies to all of the countries in Europe. It all depends on 
what the existing conditions are as to the relative volume of 
cable and radio business at the time we get into those coun¬ 
tries. 

Q. You spoke in reply to a question of Mr. Kimball on 
his cross-examination as to the interest of the Mackay Com- 
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panies in radio. How long has the Massachusetts Trust, 
the Mackay Companies been interested in radio? A. Ac¬ 
tively since 1920. 

Q. As a direct service or as a stand-by service? 

725 As a service competitive with cables or as a stand-by 
service? A. Originally as a stand-by service. 

Q. When did it become interested in the service as a ser¬ 
vice competitive with cables and wires ? A. About the time 
we began to see that the R. C. A. through its contracts with 
the European countries was beginning to get the bulk of 
business from many of these countries. 

Q. What year was that? A. Norway started to go back 
right away, but that did not alarm us very materially at 
that time. I would say about 1927 we began to wake up to 
the fact that there was a serious situation ther^ confront¬ 
ing us, and that was the time we took over the Federal Tele¬ 
graph Company services on the Pacific Coast an(jl also made 
the manufacturing contract with it. 

Q. Would you say that in 1927, 1928 and 192j), the Mac¬ 
kay Company of which you are an officer, was interested in 
the development of radio as a competitor toj cable and 
wires? A. We began to become interested. 

0. You began to become interested? A. Yesi 

Q. And you would not say you were interested at that 
time? A. Not much, because everybody was doing a big 
business in those days. 

Q. And in 1930? A. 1930 we began to ;hink about 

726 it more seriously. j 

Q. So that your interest in radio was because of 
the R. C. A. competition and the fact that the 1$. C. A. de¬ 
veloped some business, is that right ? A. That was our final 
interest, but our first interest was as a stand-byf for cables 
and wires, and that is still our interest, but I wish to say 
that this R. C. A. situation is so serious to us that that is 
the larger interest that we have at this time. 

Q. And you feel that the R. C. A. competition 'j.s a matter 
that is vital to you even if the figures should shcjw that you 
still through Commercial Cable handle as large a percent¬ 
age of the total volume of American business as the Com- 
mercial Cable ever handled? A. I would say sd. I do not 
know that that is so. I don’t know that those figures that 
you have just given there are so. 
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Mr. "VVosencraft: I gave only the figures from the Com¬ 
mission records, which I shall be very glad to have you 
verify. That is all. 

Mr. Kimball: Just one question. 

Re-Cross-Examination 
By Mr. Kimball: 

Q. You stated in answer to a question of mine that the 
foreign administrations, including Norway, were interested 
in the centimes which they received on this traffic. If the 
cable companies adopted the policy of giving 61 centimes 
per word to the Norwegian Administration, accepting the 
two bases that I have suggested, don’t you think 
727 that they could control a considerable part of the 
westbound traffic? A. I think likely they could, but 
I will change my statement on that a little about the cen¬ 
time. I say they are interested in the centimes, but of 
course I appreciate also that they are interested in the 
radio art and in having direct service by radio. 

Q. You will agree, will you not, that there is some point 
so far as the centimes received bv the foreign administra- 
tions are concerned, when the interest in radio will be sub¬ 
servient to the interest in the centimes? A. If the cable 
companies could offer them more centimes, but I am not 
sure of your figures on that. 

Q. I ask you to accept my figures as the basis. A. I will, 
but I am not sure they are correct. 

Q. If the cable companies, as a matter of policy should 
offer to the foreign administrations more centimes than 
the foreign administration could get out of the radio traffic, 
the control of the traffic would be with the cable companies 
and not with the radio companies, is that so? A. It might 
be. But I am wondering if the cable companies could af¬ 
ford to offer more centimes. 

Mr. Kimball: I was taking your statement that the wider 
the coverage, the greater the importance of the communi¬ 
cation company, and notwithstanding the fact that the 
wider coverage would be conducted at a loss. That is all. 

The Chairman: Any further questions? 
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728 Redirect Examination I 

i 

By Mr. Kern: 

Q. In your desire to be responsive to the ; immediate 
question, you did not mean in giving those responses to 
detract in any way from the statement which yon had made 
on direct examination earlier as to the interest! which you 
companies have in coordinated communication bn the ser¬ 
vice that can be rendered? A. No, sir, that i$ our over¬ 
whelming testimony, I believe. | 

Q. And that was from 1920 and not in the beginning of 
1929 or 1930? A. That is right. j 

Q. In other words, your interest was accentuated in 1928 
and 1929 because of intense competitive situations? A. 
That is right. j 

Q. But you had the desire for radio because iof the ser¬ 
vice and because you foresaw that in the future that was 
necessarv? A. Yes, sir. j 

Q. In giving a comprehensive coordinated service. From 
the time you started in, you thought that might be the case ? 
A. Absolutely. j 

Q. Is that the case? A. Yes, sir. j 

Mr. Kern: That is all. j 

The Chairman: Any further questions? j 

(No response) 

The Chairman: Thank you, Mr. Deegan. 

729 (Witness excused) j 

Mr. Kern: Mr. Goldhammer is the next witness for 
the applicant, Mackay Radio and Telegraph Company. 

John Goldhammer was called as a witness for the 

730 Applicant, and, having been first duly s\krorn, testi¬ 
fied as follows: i 

j 

Direct Examination ! 

By Mr. Kern: 

Q. Mr. Goldhammer, will you state your position? A. 
Vice-president of the Commercial Cable Company. 

Q. How long have you been the vice-president of the 
Commercial Cable Company? A. Fourteen ye^rs. 

Q. How long have you been in the communications busi¬ 
ness? A. Forty-two years. ! 

Q. Have you been with the Commercial Cable company 
during most of that period? A. Yes, sir. | 

i 

■ i 

j 

l 
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Q. You are also a trustee of the Mackay Companies, are 
you not? A. Yes. 

Q. What is the interest of the Mackay Companies and of 
the Commercial Cable Company in radio communication? 
A. I would like to show first how The Commercial Cable 
Company has followed with keen interest the development 
of radio, and second, the prejudicial effect upon the Com¬ 
mercial Cable Company of the present preferential posi¬ 
tion which the R. C. A. enjoys in countries where National 
Government or private radio services are operated. 

The Commercial Cable Company always realized that 
it was important to keep abreast of radio progress, and as 
soon as we saw its practical possibilities, we decided 
731 to adopt it whenever possible to facilitate the giving 
of a more comprehensive service to the public, and 
to protect ourselves against the loss of cable business espe¬ 
cially with hinterland countries of Europe where radio 
could give a more direct service. 

In October, 1919, the Radio Corporation of America was 
formed and took over the stations, physical assets, patents, 
etc., of the Marconi Wireless Company of America. The 
principal interests in the R. C. A. at the time of its organi¬ 
zation, or shortly thereafter, were the General Electric 
Company— 

The Chairman (interrupting): Mr. Kern, may I ask you 
how many witnesses you expect to go into this same thing? 

Mr. Kern: I am perfectly willing to omit that statement 
now. I want to show that the witness, Mr. Goldhammer, 
who is giving this testimony, is very closely identified with 
the question of contracts with the Westinghouse. 

The Chairman: I think that is amply in the record. 

Mr. Kern: All right. 

Bv Mr. Kern: 

* 

Q. I will ask you this one question. Was Westinghouse 
one of the parties that assisted in the organization of the 
Radio Corporation or did it join afterwards? A. It joined 
afterwards. 

Q. Very long afterwards? A. I think it was three years 
afterwards. 

Q. Did you have any negotiations at or about the time 
of the formation of the R. C. A. as to your entry in the 
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radio field, with Westinghouse or any of its subsid- 

732 iary companies? A. Yes. 

Q. Will you tell us what they were ? Ai In Novem¬ 
ber, 1920, the International Radio Telegraph Company, 
which was operating a ship-to-shore service alpng the At¬ 
lantic Coast and was controlled by the Westinghouse Elec¬ 
tric and Manufacturing Company, opened up conversations 
with the Commercial Cable Company following a letter re¬ 
ceived from Mr. Calvert Townley, Vice President of the 
International Radio Telegraph Company. ! 

Q. Have you that letter with you? A. Yes, sir. 

Q. The original? A. Yes. j 

Mr. Kern: I offer it in evidence as Applicant ’$ Exhibit 26. 
Mr. Wozencraft: In order to avoid interrupting by sep¬ 
arate objections to each letter, may it be understood that 
I object to each one separately because negotiations be¬ 
tween the Mackav Companies and the International Radio 
and Telegraph Company back in 1920 can have no possible 
bearing on the present application which is before the Com¬ 
mission, or the present competitive situation between appli¬ 
cant and respondent. | 

The Chairman: You are introducing here, Mr. Kern, 
that letter to show the continuing interest of jthe Mackay 
Companies in radio ? | 

Mr. Kern: And to the obstacles that ty T ere placed 

733 into the way of their entry into the field. 

The Chairman: What is the specific offer at this 
time ? j 

Mr. Kern: I am offering at this time a lettet of Novem¬ 
ber 11, 1920, from Mr. Calvert Townley, vice-president of 
the International Radio Telegraph Company, addressed to 
Mr. George C. Ward, vice-president of the Mjackay Com¬ 
panies, 253 Broadway, New York. j 

The Chairman: It will be received. 

i 

i 

i 

(The document referred to was received in evidence, 
marked “Applicant’s Exhibit No. 26, Docket Nos. 3336, 
3337, and 3338, ’ ’ and is filed with the transcript in the pos¬ 
session of the Commission.) j 

i 

Mr. Wozencraft: My objection and exception runs to 
each letter separately? j 

The Chairman: I take it the exception will lie made only 
in case the Chair permits the offer. 
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Mr. Kern: May I withdraw the original letter, Appli¬ 
cant’s Exhibit 26, and substitute copies therefor? 

The Chairman: That may.be done. 

Mr. Kern: I also offer the following letters between the 
Commercial Cable Company and the International Radio 
Telegraph Company dated respectively December 14, 1920, 
from the International Radio Telegraph Company to the 
Commercial Cable Company; January 7, 1921, from Com¬ 
mercial Cable Company to the International Radio Tele¬ 
graph; a letter dated January 23, 1921, from the Interna¬ 
tional Radio Telegraph Company to the Commercial Cable 
Company; a letter dated February 28, 1921, from the Com¬ 
mercial Cable Company to the International Radio Tele¬ 
graph Company; a letter dated March 4, 1921, from 
734 the International Radio Telegraph Company to the 
Commercial Cable Company; a letter dated April 22, 
1921, to the International Radio Telegraph Company from 
the Commercial Cable Company; and letter dated April 25, 
1921, from International Radio Telegraph Company to the 
Commercial Cable Company; and I ask that all of these 
letters be incorporated under the one Exhibit number 26, 
as the correspondence tile on this subject along with the 
previous letter already marked Applicant’s Exhibit 26. 

The Chairman: They will be received. 

(The letters above referred to were received in evidence 
and were attached to and made a part of Applicant’s Ex¬ 
hibit No. 26.) 

By Mr. Kern: 

Q. The first letter you received then from Mr. Townley, 
dated November 11, 1920, was a request from Mr. Townley 
for you to consider arrangements to be made with the Inter¬ 
national Radio Telegraph Company for the erection of 
radio stations by the Mackay Companies, is that right? A. 
Yes. 

Q. You received another letter under date of December 
14, 1920, from the International Radio Telegraph Company, 
did you not? A. Yes, sir. 

Q. Referring to interviews which you had had since the 
date of the first letter? A. Yes, sir. 

Q. Did this letter of December 14, 1920, states: 
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“The Westinghouse Company is prepared to furnish 
radio equipment and station specifications for a high 

735 power transatlantic station and make specific and 
definite guarantees of performance”? A. Yes, sir. 

Q. Did it also state that the International fradio Tele¬ 
graph Company was prepared to guarantee thb sufficiency 
of its patents? A. Yes, sir. 

Q. And assume all expense of litigation arising there¬ 
from? A. Yes, sir. 

Q. You replied making inquiry as to the co^t and other 
conditions under which the apparatus would lie available, 
on January 7, 1921? A. Yes, sir. 

Q. As per the exhibit which we put in? A. Yes, sir. 

Q. You received a reply dated January 31, 1921, setting 
forth estimates of cost in response to your ijequest? A. 
Yes, sir. 

Q. On March 4, 1921, you received a letter from the Inter¬ 
national Radio Telegraph Company in which it is stated 
among other things, the full text of the letter l>eing in the 
exhibit: “A situation has just arisen which inay or may 
not radically affect our carrying out of the prdject which I 
have been discussing with you, and therefore 1 should like 
to see you again before you discuss it with your associates 
and reach a final conclusion.” A. Yes, sir. 

Q. On April 22, 1921, did your company write to 

736 the International Radio Telegraph Company asking 
them if they were in a position to give definite advice 

as to whether or not the subject of conversations would be 
carried further, and whether the situation was Altered so as 
to cause your company to drop its proposals? A. Yes, sir. 

Q. You received a reply, did you not, on April 25, 1921? 
A. Yes, sir. 

Q. Will you read that reply ? A. (Reading) 

“The International Radio Telegraph Company 

165 Broadway 
New York, N. Y. | 

April 25-21 j 

Mr. George G. Ward, 

Vice President, The Commercial Cable Co. j 
253 Broadway, New York, N. Y. 


i 
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# 

My dear Mr. Ward,— 

Absence from the city has delayed my replying to vour 
favor of the 22nd. 

The deal which I described to vou in our last conversa- 

* 

tion, has been closed and although the details are not all 
arranged and announcement is therefore withheld, it is very 
unlikely that anything will upset it. 

Under these circumstances you will readily understand 
that I am regretfully unable to proceed further with the 
plans which I originally suggested to you. Whether or not 
an offer along similar lines can be later made by our succes¬ 
sors I am not able as yet to even surmise. 

737 Thanking you very much for your interest, 

I am, 

Very truly yours, 

(Sgd) Calvert Townley 
Vice President.’’ 

Q. I believe you have already testified that the Westing- 
house interests were joined to those of the R. C. A.? A. 
Yes, sir. 

Q. Two or three years after the date of the organization 

of the R. C. A.? A. Yes, sir. 

Q. The letter from Mr. Townley to Mr. Ward states: 

‘‘The deal which I described to vou in our last conversation 

* 

has been closed.” Do you know what that deal was? A. 
That was the proposal by the Westinghouse Company to 
have us join with them in the erection of a station— 

Q. (Interrupting) No. The deal which he speaks of— 
“The deal which I decribed to you in our last conversation, 
has been closed, and although the details are not all ar¬ 
ranged and announcement is therefore withheld”—I am re¬ 
ferring to that deal referred to in the last letter. 

Mr. Kimball: Did counsel ask you if you knew what the 
deal was? 

The Witness: Yes, I was present when the proposition 
was made. 

By Mr. Kern: 

Q. Look at the last letter, the second paragraph. A. 
That was apparently the deal between International Radio 


I 


I 
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Telegraph Company and the Westinghoujse Company 

738 and the Radio Corporation. 

Q. What was the next step taken by Commercial or 
the Mackay Companies in attempting to enter the radio 

field? . ^ | 

The Chairman: We will recess until 3:30. 

(After a short recess, the hearing was resumed.) 

By Mr. Kern: j 

Q. What was the next step taken by Commercial or the 
Mackay Companies in attempting to enter the! radio field? 
A. In October, 1920, we had a call from a Mr. Emil J. 
Simon, a radio engineer, who said that he had Secured a 30- 
year contract with the Telefunken Company of Germany for 
the exchange of traffic with Germany and the purchase of 
Telefunken apparatus and equipment. Mr. Simon’s com¬ 
pany in New York, which had this contract, was called the 
Radio Communication Company, and he offered to sell his 
interest in that company to us. j 

The Radio Communication Company had tyro contracts 
with the Germans, one with Telefunken, called h sales agree¬ 
ment— ! 

i 

i 

Mr. Wozencraft (interrupting): I renew the objection 
which I made to earlier testimony on the same j ground, and 
I add as to this, that this is hearsay testimony as to con¬ 
tracts with Germany with Mr. Simon, which he said that he 

had. I think it is purely hearsay. ! 

i * 

By Mr. Kern: j 

I 

Q. Did you later acquire the Radio Communication Com¬ 
pany? A. Yes, sir. j 

Q. And you are familiar with the contracts 

739 through your acquisition? A. Yes, sir. 

Q. Have you copies of the contracts? j A. Yes, sir. 

i 

Mr. "Wozencraft: All right. I did not know that. 

Mr. Kern: Then shall we dispense with that? 

Mr. Wozencraft: Yes. j 

I 

By Mr. Kern: ! 

I 

Q. Will you proceed. A. The Radio Communication 
Company had two contracts with the Germans, one with 


i 

i 

i 
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Telefunken, called a sales agreement, under which the 
Radio Communication Company was to purchase from the 
Telefunken Company equipment for the station in North 
America, and the second one with Transradio, a subsidiary 
of Telefunken, called a traffic agreement, under which the 
Radio Communication Company was to receive from the 
Germans all the traffic for North America which came to 
the Transradio station. 

In May, 1921, the Mackay Companies, which owned the 
Commercial Cable Company, secured an option from the 
Radio Communication Company to acquire their rights 
under the contracts with the Telefunken Company. The 
same month I went to London together with one of the com¬ 
pany’s legal advisers, among other things to consult with 
Mr. Erskine Murray, whom we considered one of the lead¬ 
ing consulting radio engineers of that day, concerning radio 
in general and the efficiency of the Telefunken equipment. 
Mr. Murray said in his report dated June 9, 1921, that the 
Telefunken type of alternator was probably the simplest 
and most robust design then obtainable. 

740 I then went to Germanv to discuss the matter 

m/ 

with the Telefunken people. Professor Pupin also 
went to Germany on behalf of the Commercial Cable Com¬ 
pany to look into the technical phases of the operation of 
the Telefunken apparatus, and in a report dated September 
5, 1921, stated “I have come to the conclusion after a care¬ 
ful scrutiny of this apparatus that it is undoubtedly the 
best high power frequency apparatus existing today.’’ 

Q. Who was Professor Pupin? A. Professor Pupin was 
Professor of Electromechanics at Columbia University 
and held many degrees from various universities through¬ 
out the world for his knowledge in electrical science. 

Q. Was he retained by the Commercial Cable Company? 
A. Yes, sir. 

Q. For how long a period, do you know? A. He was 
practically retained from that time or just prior to that 
time up to shortly before his death. 

Q. Do you remember about what time that was ? Two or 
three years ago? A. I don’t recall the exact date. 

There was a considerable amount of discussion concern¬ 
ing technical matters and the interpretation of the traffic 
agreement— 
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Q. (Interrupting) You were in on all of Ifhese discus¬ 
sions? A. I was personally in on all of these discussions. 

A difficulty arose because of a license agreement granted 
to R. C. A. by the Government Government on Au- 

741 gust 10, 1920, and which was later consolidated into 
a traffic and operating agreement between the Radio 

Corporation of America and Transradio dated October 22, 
1921. This traffic contract was entered into sqon after the 
Mackay Companies secured an option to acquire the Radio 
Communication Company and its contract rights with Tele- 
funken. The Radio Corporation claimed that!their agree¬ 
ment with the Germany prevented the Germany company 
from carrying out its agreement with the Radio Communi¬ 
cations Company, but the Germans disagreed with this view 
and stated to us and to the president of the Radio Corpora¬ 
tion that their agreement of October 22,1921, with the Radio 
Corporation w T as made subject to their prior agreement 
with the Radio Communication Company. A popy of that 
contract is on page 251 of the Report of the Federal Trade 
Commission on the Radio Industry dated Deceipber 1, 1923, 
and shows this to be correct. 

Mr. Kimball: Is that the report that was put in the 

record as Exhibit 1? I 

_ I 

Mr. Wozencraft: It is not in the record; it| was simply 

filed for identification. | 

Mr. Kern: I will put in any part of it that anybody 
wishes. ! 

i 

By Mr. Kern: i 

I 

Q. Was the president of the Radio Corporation in Ger¬ 
many at the time you were over there? A. Yes, sir. 

Q. Who was the president? A. E. J. Nally. 

Q. You had conferences with him durijng the same 

742 time that you had them with the Germahs? A. Yes, 

sir. | 

The controversy on this question took up a Considerable 
amount of time, and I made several trips to Germany to dis¬ 
cuss the matter with the German officials and With the then 
President of the Radio Corporation who was plso in Ger¬ 
many at the time. There was another agreement between 
the R. C. A. and the Germany company made on October 22, 
1921, covering the exclusive exchange of patept rights for 
use in Germany and the United States. j 


i 

i 
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745 Mr. Kern: That is withdrawn. 

Mr. Wozencraft: The sentence before that? 

The Witness: “There was another agreement between 
the R. C. A. and the Germany company made on October 22, 
1921, covering the exclusive exchange of patent rights for 
use in Germany and the United States.” 

Mr. Wozencraft: My objection covers that sentence also. 

Does the Commission want to go into every transaction 
which R. C. A. has ever had, and which I. T. & T. has ever 
had, in any field? 

The Chairman: The answer to that question is no. 

Mr. Wozencraft: This certainly has no more bearing on 
the present competitive situation than who won a high school 
football game in Texas in 1908. We are here in response to 
the Commission’s order, may it please the Commission, to 
determine certain things definitely set out in that order. In 
connection with that determination, the Commission has 
ruled, and I think extremely wisely, that the entire competi¬ 
tive situation as it exists at present may be brought before 
the Commission. 

The Commission has also indicated that it is interested 
ih an historical background, but an historical back- 

746 ground certainly does not include, as the Chairman 
has just said, every transaction by either company. 

Applicant, as I have said before, has the patents accord¬ 
ing to its own statement, and has the facilities and is ready 
to establish the service. The question for the Commission 
is, should the application be granted? And negotiations be¬ 
tween the Mackay Massachusetts Trust and Westinghouse 
or Mackay Massachusetts Trust and Germany 15 years ago 
shed no light on the situation. 

If the contention were now that the applicant did not 
have patents, it might be admissible, thought I doubt it even 
then, but certainly in the present situation and the present 
contention by applicant, R. C. A.’s old patent contract, li¬ 
cense agreements, etc., which have been combed through 
time and time again, and about which the Government 
knows all there it to know, and about which this Commission 
has all the information that it has asked for and presumably 
wants^-have no place in this hearing, and I respectfully 
ask the Commission to direct counsel to leave out of his 
questions, and the witness to leave out of his answers, any 
references to patent situations. 
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Mr Kern: Mr. Chairman, I would like to ntake a short 
statement on that. 

The Chairman: It won’t be necessary for you to make 
a statement. You may proceed. 

Mr. Wozencraft: I note an exception. 

By Mr. Kern: 

Q. I show you paragraph 13 of Applicant’s Exhibit 25, 
which is the agreement between the Radio Corpora- 

747 tion of America and the Postal Telegraph-Cable 

Company referring to the extension of the agree¬ 
ments with the Telefunken. Will you read thai paragraph 
13? | 

Mr. Kern: If the Commission please, in (^rder to ex¬ 
pedite the proceedings, I will withdraw that request to 
have that paragraph read. j 

By Mr. Kern: 

Q. Was there a paragraph in the contract of the Postal 
Telegraph-Cable Company with the Radio Corporation of 
America of July, 1922, relating to this German agreement, 
• by which they recognized certain extensions that you 
secured? A. Yes, sir. 

Q. In consideration for the making of the agreement for 
pickup and delivery by Postal Telegraph? A. Ih the United 
States, yes. 

Q. Then you can skip over the next part of ihis history. 

Mr. Wozencraft: I think we would rather have the para¬ 
graph than the witness ’ conclusion. 

Mr. Kern: It is in the record already. 

* 

The Chairman: The Commission has the whole contract. 
By Mr. Kern: 

i 

Q. You stated that you later acquired the fladio Com¬ 
munication Company; you have already stated that, have 
vou not? A. Yes, sir. i 

Q. Did you have engineers make studies of plans, esti¬ 
mates, and sites for the erection of a radib station in 
the United States to communicate witli Germany? 

748 A.Yes, sir. ! 

Q. At that time? A. Yes, sir, in 1921. 
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Q. What did they estimate would be the cost of the sta¬ 
tion? A. They estimated the cost of one station to be ap¬ 
proximately $1,691,727. That was for one wireless sending 
station, and two receiving stations including sites, power 
plants, towers, apparatus, labor, etc., and $2,651,727 if a 
sending station with two transmitters were built. 

Q. What did Professor Pupin advise you with respect to 
the desirability of proceeding with the building of this sta¬ 
tion? A. In December, 1921, Professor Pupin, who had 
been looking into the technical phases of the radio art for 
the company, expressed the opinion that wireless telegraphy 
was developing by employing shorter wave lengths, smaller 
antenna and smaller power. This naturally caused us to 
hesitate in proceeding with the project costing between 
$1,500,000 and $2,000,000 for a single station, until we could 
look further into the possibilities of short wave radio devel¬ 
opment. Notwithstanding this hesitation, we did not wish 
to give up our rights under the Telefunken contracts, and 
that is why we wanted and paid the $30,000 for the exten¬ 
sion of these contracts, so as to give us ample time to build 
a station in case we should finally decide to proceed with 
the project. 

Q. That extension is one that was consented to by the R. 
C. A.? A. Yes, sir. 

749 Q. You paid that money to the Telefunken, I take 
it? A. Yes, sir. 

Q. Did Professor Pupin later confirm his advice as to the 
development of the short wave? A. Yes. In July, 1924, 
professor Pupin again referred to his advice given in 1921 
and stated that short wave radio at small expense would 
displace high frequency generators by a vacuum tube oscil¬ 
lator. 

Q. Did you consult any other experts besides those you 
have already testified to? A. Yes, sir. In November, 1926, 
we consulted by cable Dr. W. H. Eccles, an outstanding 
radio expert, and technical adviser to the British Post 
Office, with regard to beam and short wave radio develop¬ 
ment, and in August 1927, I was sent to London to confer 
with Dr. Eccles personally. 

Dr. Eccles also came to New York in 1928 to confer with 
Professor Pupin and our technical officials on this subject. 

Q. What was their advice ? A. The feeling was that not- 
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withstanding existing patents in the United States, we 
could with the use of certain inventions that were available 
enter the field of short wave radio communication. 

_ r 

Q. Before the acquisition by the Mackay Companies of 
the communication property of the Federal Telegraph Com¬ 
pany in 1927, did you have any other negotiations with any 
other company with respect to entering into the radio com¬ 
munication field ? A. Yes. j 

Q. You need not give them in detail^ but just to 

750 summarize it. A. In November, 1926, a| proposition 

was submitted to us in which it was said rwe could se¬ 
cure the control of the Canadian Marconi Company then 
held by the British Marconi Company. The j Commercial 
Cable Company decided to investigate the situation to see 
whether it would be possible to secure such control, and 
whether that company would have the right iji Canada to 
the use of the patents of the British Marconi Company, and 
whether the Commercial Cable Company, an American 
company, would be permitted to have control jand manage 
the Canadian company in Canada. At the end of February, 
1927, I went to London for this and other purposes ac¬ 
companied by a legal adviser. We had some t^lks with the 
Marconi Company, but before we were able to secure any 
definite information as to contract arrangements between 
the Canadian and British Marconi Companies, the presi¬ 
dent of the R. C. A. arrived in London to confer with the 
Marconi Company. After that we made no further progress 
and on April 12, 1927, Mr. .Kellaway, Managing Director 
of the Marconi Company, wrote to our attorney that he 
could tell him nothing more in regard to this matter. 
Finally we learned an arrangement had beeij arrived at 
between the R. C. A. and the British Marconi Company to 
preserve control of the Canadian Marconi through a voting 
trust for a period of 25 years. | 

Dr. Pupin’s prognostication that high frequency alterna¬ 
tors would be superseded by high power frequency tube 
generators for short wave radio proved correcf, and justi¬ 
fied the company abandoning its original plan of 

751 erecting a high power radio station with Telefunken 
alterantors and equipment. 

Q. When did Mackay Companies finally get ihto the short 
wave radiotelegraph field? A. Mr. Stone, Mf. Pratt and 


i 

i 

i 
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Mr. Deegan have stated how the plant, communication 
services and patent rights of the Federal Telegraph Com¬ 
pany were acquired by the Mackay companies so I will not 
repeat it. 

From the time that agreement was made, the Mackay 
Companies and its affiliated operating companies were def¬ 
initely in the radio field. 

The foregoing is intended to give the Commission a brief 
resume of our efforts to build up a position to make it pos¬ 
sible to enter the radio field. 

Q. What is the practical effect of radio competition on 
companies engaged in the cable business who do not have 
arrangements with radio companies or coordinate service 
with radio companies in competition with a strictly radio 
company ? 

Mr. Kimball: If there are such companies. 

Mr. Kern: There have been. 

The Witness: You are referring to cable companies, are 
you not? 

By Mr. Kern: 

Q. Yes. What is the effect on the cable companies? A. 
The practical effect on the Commercial Cable Company’s 
traffic of radio competition is very well illustrated by the 
effect which radio has had on our Norwegian cable traffic. 

In the year 1919, the year before the R. C. A. 
752 circuit was opened with Norway, the Commercial 
Cable Company’s traffic from Norway amounted to 
36,321 messages. 

In 1920 the R. C. A. circuit to Norway was opened, and 
together with the Norwegian Administration, reduced the 
rate to 24 cents a word. 

In 1924 our traffic from Norway had dropped to 1118 
messages and we then decided to reduce the rate from Nor¬ 
way to the level of the radio rates although we had to ab¬ 
sorb the total reduction ourselves as the connecting carriers 
were unwilling to make proportionate reductions. 

Q. That is a similar suggestion, I believe, to what Mr. 
Kimball asked of the preceding witness. A. In 1926, in 
spite of this reduction in our rate, our traffic from Norway 
was only 730 messages. 
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In 1927 we reduced the rate to Norway to the same level 
as the radio rate by approximately 30 per cent although we 
were unable to get a reduction in the out-payments of more 
than 15 per cent, such out-payments only beihg reduced 
from 10 cents to 8.5 cents, or stated in terms of francs, 
from 50 centimes to 43.5 centimes. 1 

753 Although we had a contract with thfe Northern 
Telegraph Company for the mutual exchange of 50 

per cent of unrouted traffic between North America and 
certain Scandinavian countries including Nofway, there 
was nothing in the contract which provided fo^ a propor¬ 
tionate reduction in rate. 

Q. When was the date of that contract that ybu refer to; 
do you remember? A. That was July, 1904. 

Q. Are you still operating under that contract? There 
was a question raised a minute ago. A. Yes, sir. 

Q. You are not operating under it? A. Well, we are 
operating on it practically on a day to day basis, because 
the contract is in the possession, or subject to the approval, 
of the Federal Communications Commission. 

Q. That is, you are not operating under the extension of 
it, or are you operating under the original contract until 
vou receive an extension of it. A. Under an extension of it. 

Q. Are you operating under the original edntraet until 
you have an extension approved? A. No. The old contract 
expired, and the new contract was made subject to the ap¬ 
proval of the State Department, and as I understand it 
those documents have all been turned over to the Federal 
Communications Commission for their permission, so we 
are operating under the provisions of the extension, or the 
renewal of the old agreement. 

754 Q. The extension has not yet been executed, has 
it? A. No, the extension has not yet been executed. 

The Chairman: I suggest, Mr. Goldhammeii, you might 
consult with your Counsel on that subject. 

Mr. Kern: This unexpectedly arose through his making 
the other statement. j 

By Mr. Kimball: j 

Q. As a matter of fact, you are operating without any 
contract, are you not, Mr. Goldhammer? A. Well, I 
wouldn’t say that, Mr. Kimball. We are carrying on through 
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the provisions of the old contract with the modifications 
contained in the new one, which are practically unaltered 
so far as the old contract is concerned. 

c 

By Mr. Kern: 

Q. But you have agreed with the other parties in this case 
that you will operate under the terms of the old agreement 
with these slight modifications until such time as the ex¬ 
tensions will be executed? A. Right. 

Q. And the extensions will only be executed after the 
Commission has had the full opportunity to pass on them; 
it that the status? A. That is true. 

Mr. Kern: I therefore do not wish to offer the extension, 
but I think we ought to refer to the old contract, and I do 
not object to its being put in. 

755 By Mr. Kern: 

Q. You can go ahead, Mr. Goldhammer. A. The 
original terms of this contract expired in 1934 and is now 
on a year to year basis with a commitment to renew it until 
1940, naturally, subject to the approval or disapproval of 
the State Department, whose functions, I understand, have 
been transferred to this Commission. 

This contract provided further that either of the said 
companies may, instead of handing over to the other at 
least half of its unrouted traffic, mutually hand over to the 
other its unrouted traffic mentioned above as nearly as 
practicable in such proportions as the number of messages 
received by the one company from the other in England 
bears to the total number of messages received in England 
from all communication companies dealing with the traffic 
in question. 

In the Eastward direction, the Commercial Cable Com¬ 
pany continued to lose business in spite of the fact that we 
• had met the radio rate. 

The reason the eastward traffic to Norway did not decline 
as much as in the westward direction was because of the 
large number of offices of the Postal Telegraph Company 
throughout the United States acting as a pick-up agency 
for us, and as a result of our extensive solicitation for busi¬ 
ness. 
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Naturally, the loss in westward traffic wasj due to the 
financial interest the Government had in favorihg the radio 
route. ! 


I would like to here emphasize the fact that a sub- 

756 stantial loss in any westbound traffic by any route 
affects eastbound traffic, because eastboijmd traffic is 

solicited on the basis of westbound deliveries and many 
users acquire the habit of replying by the samp route over 
which their messages are received. There is no doubt that 
the R. C. A. in delivering themselves in the United States, 
or through the Western Union with R. C. A. via indications, 
the bulk of the traffic from Norway, is not only able to in¬ 
fluence senders in the United States to send their return 
traffic for Norway via the R. C. A. route, but the senders 
themselves are influenced to use R. C. A. by t^ie fact that 
their incoming message are received by that route. The 
best advertising that a communication company can get is 
to deliver incoming messages on its own forms or on forms 
showing that the incoming messages were received over its 
route. I 

i 

The Mackay Radio service was developed for the pur¬ 
pose of protecting us, and when I say us, I mehn the Com¬ 
mercial Cable • Company, the Postal Telegraph Company, 
and the Mackay System, against just such a heavy loss in 
traffic as shown in the case of Norway. I 

It is inconceivable to us that Mackay Radio should not 
be permitted to offer a direct radio service wjith Norway 
in competition with R. C. A. Such a restriction would per¬ 
mit the R. C. A. to build up a complete monopoly of Nor¬ 
wegian traffic from Norway. We consider this bo vital that 
we are willing because of our contractual obligation in the 
1904 contract with the Northern Telegraph Corn- 

757 panv, and until the termination of that contract, to 
compensate the Northern Telegraph Cbmpany for 

the 1 6 t / 2 centimes per word on the amount on which we fail 
to meet our commitment for 50 per cent of our unrouted 
traffic from North America. This compensation of 16^2 
centimes a word, of course, applied to only pne half the 
traffic, or 8}4 centimes per word on the total vPlume of un¬ 


routed traffic from North America. 

Q. Just a minute, there. It applies to only 


i 

i 


one half of 


the traffic, and then only to that portion which you have 
filed, and sent. A. Sent via cable. 
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Q. Pursuant to the contract? A. Yes. 

Q. If you handle by cable there as an alternate as be¬ 
tween routed or unrouted messages; this is only unrouted 
messages, isn’t it? A. Our obligation requires that we send 
50 per cent via the Great Northern Company’s route. If 
we divert more than 50 per cent, or if we should divert the 
whole of our cable traffic from North America to Norway, 
via Mackay Radio, we feel obligated to compensate the 
Great Northern Company for the amount that they would 
have received if the traffic had been turned over to them for 
transmission to Norway. 

Q. Because of your contract in 1904. A. Because of our 
contract in 1904. 

Q. Which is still in force, as you have testified? A. Yes. 
It is not the traffic to and from one country alone 
758 that tells the story whether it is profitable to handle 
such business, but the aggregate business to and 
from all countries. The fact is that in Norway the Com¬ 
mercial Cable Company has lost nine-tenths of its business 
in the westward direction and over one-half in the east¬ 
ward. It w r ould certainly benefit the system companies, of 
wdiich the Commercial Cable Company and Mackay Radio 
and Telegraph Company are part, if Mackay Radio can 
secure through a direct circuit with Norway this lost busi¬ 
ness and protect the system against further loss. The Nor¬ 
wegian Government urges the public to use radio on the 
ground that it is direct, no re-transmission, and supports 
national revenues. They discourage the use of cables and 
what little business we continue to get comes from old loval 
friends of the Company and through our agent. I want to 
point out that not only our traffic to and from Norway is 
affected, but because R. C. A. is able to deliver the bulk of 
the traffic from Norway or have it delivered by the Western 
Union with its via indication showm on the message, it helps 
them secure more traffic to other countries. 

Q. Will you describe whether a similar situation prevails 
in connection wfith any other country? A. In the case of 
Poland, w 7 here the R. C. A. also has the only radio position, 
in the year 1923 (the R. C. A. having opened its service in 
October that year) the Commercial Cable Company re¬ 
ceived 5,098 messages. In 1934 we received 103 messages 
for the entire year from Poland. 
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759 In 1924, the Commercial Cable Compahy received 
22,071 messages from Sweden. The R. (X A. opened 

direct service with Sweden on December 1, 1924. In 1934 
we only received 624 messages, and the traffic in the east¬ 
ward direction has also declined. I 

Q. That is 624 from Sweden? A. That is frpm Sweden, 
yes. | 

Even in countries where the Commercial Cabfe Company 
is still able to give a direct competitive cable service, the 
traffic has nevertheless been affected becausb the radio 
services in such countries are owned and operated either 
by governments or by national companies wjho are em¬ 
phasizing more and more the importance of j supporting 
the national services. Whatever advantage fhey obtain 
from such appeals automatically benefits the R. C. A. 

Q. Benefits anyone who has a radio service with them? 
A. Yes, sir, benefits anyone who has a radio circuit with 
them. 

In England, for example, where we have mahy offices in 
London and in a number of cities of the Provihces, we are 
faced with the appeal made by the British Company work¬ 
ing in conjunction with the R. C. A., that for nationalistic 
reasons the public should support the British (pompany in¬ 
stead of the foreign (American) cable companies. It is 
growing more and more difficult to combat this appeal for 
support of the British services. Patriotic support of na¬ 
tional enterprise may become even a more impprtant factor 
in the future than it is now. 

760 The Commercial Cable Company fbrmerlv re¬ 
ceived in London from the Eastern Telegraph Com¬ 
pany (now part of the British Merger) a large amount of 
unrouted traffic for North America from all parts of the 
British Empire. At that time the Eastern Telegraph Com¬ 
pany had no trans-Atlantic services, but npw that the 
British Merger operate the British Marconi service with 
the R. C. A. this unrouted traffic, formerly handed to Com¬ 
mercial, has practically disappeared and nearly all traffic 
for North America from the British Empire i^ sent by the 
British Marconi to the R. C. A. 

Q. You mean from the British Empire outride of Great 
Britain. A. Outside of Great Britain. 

I 

i 

i 

i 
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Q. Where it is relayed through London? A. Yes; but of 
course they send their own British traffic to the R. C. A. as 
well. 

Q. Yes; but you did not mean to say that all of the traf¬ 
fic, the British Empire, is routed from London. A. No. 
This is from the British Empire. I think I said so. 

Q. Yes; from other points than London. A. Yes, from 
other points than London. 

For example, in 1928, before the British Merger was 
formed, and before it operated its own radio services with 
R. C. A., we received between 6,000 and 7,000 messages a 
month from the Eastern Telegraph Company. 

Q. Six and seven thousand? A. Between 6,000 and 7,000 
messages a month. 

761 Now we receive only between 600 and 700 messages 
a month, and the latter are doubtless all messages 
routed by the sender via Commercial. 

The position of the Commercial Cable Company in 
France is not as satisfactory as its position in England, be¬ 
cause we have only been allowed to open up one main office 
and two small branches in the City of Paris. Throughout 
the whole of the rest of France, the Company has no public 
offices or contacts with the public except through its rep¬ 
resentatives who solicit for business. All messages, except 
at our offices in Paris, must be filed at French Government 
telegraph offices, with the route indicator of the Company 
specified by the sender. If such route indicators are not 
specified, the messages are treated as unrouted, and handed 
to either the French Radio Company or the French Cable 
Company. These French Companies are making strong na¬ 
tionalistic appeals with the aid of the French Telegraph 
Administration for the support of their services by the 
French public. Of course, whatever benefits the French 
radio company obtain from such appeals, and from the 
fact that it is favored by the Government with unrouted 
messages, also benefits the R. C. A. Mackav Radio was cre¬ 
ated to place our system on all fours with the R. C. A. in 
respect to radio competition with all parts of Europe, and 
we are naturally interested in protecting the future posi¬ 
tion of our system companies in France by a radio contract 
between Mackay Radio and Radio France. 
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762 In Holland the Commercial Cable Company has its 
own cable office in Rotterdam but it has riot been per¬ 
mitted to open up offices in any other part of Hblland. The 
Commercial Cable Company leases jointly from the Nether¬ 
lands and British Governments on a year to year basis a 
special circuit between London and Rotterdam. All mes¬ 
sages originating in Holland and intended for ifhe Commer¬ 
cial Cable Company other than messages filed at our office in 
Rotterdam must be so routed, and filed at Government Tele¬ 
graph offices. 

The Netherlands Government erected its 1 own trans¬ 
oceanic radio station and entered into a contract with the 
R. C. A. for the exchange of traffic. The Netherlands Ad¬ 
ministration is using every effort to build up business via 
radio in competition with the cable, and as in other 
countries is making a patriotic appeal to the public on the 
importance to Holland of using radio instead of cables. The 
R. C. A. opened service with Holland on November 1, 1926, 
and in that year the Commercial Cable Company received 
from Holland 110,774 messages. In 1934 the Commercial 
Cable Company received 49,283 messages from Holland, or 
a decrease of about 56 per cent. Part of this djecrease may, 
of course, be attributed to a decrease in general business but 
we know that a large part is also due to the influence 
brought upon our customers by the Netherlands! Administra¬ 
tion to support the National radio service for patriotic 
purposes instead of the foreign cable companies. This 
situation is growing more acute every month, and in the 
year 1935 we felt further substantial decreases in our 

763 traffic. We are desirous that a radio connection be¬ 

tween Mackay Radio and the Netherlands Adminis¬ 
tration be established, because it is the only means of pro¬ 
tecting our system against further substantial'losses in the 
future. i 

I 

These countries have been specially mentioned but the 
same situation exists in practically every country where 
Governments or their Nationals have established radio 
services exclusively with R. C. A. 

Q. You have nothing further you want to add at this 
time? A. Nothing further, no. 

Mr. Kern: No further questions. j 

The Chairman: Mr. Wozencraft? j 
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Cross examination 

By Mr. Wozencraft: 

Q. Has the Commercial Cable objections to R. C. A. pri¬ 
marily due to the fact that R. C. A. cut the rates to the 
public? A. No, sir. 

Q. Don’t you attribute the fact that R. C. A. has attracted 
to itself a certain volume of business, to the fact that it was 
the first company to give equivalent or better service at 
lower rates? A. I have no doubt that the fact that the R. 
C. A. cut the rates did attract a certain amount of business 
from the cable company, but these decreases in our traffic 
from the countries I mentioned would not have been any¬ 
thing like as great if it had not been for the national 

764 support of the radio services instead of the cable 
companies. 

Q. The business of R. C. A. w^ould not have been anything 
like as great if the Cable had met the cut more promptly, 
would it? A. I don’t think there would have been any 
material difference in the result. 

Q. How long did the Cable Company wait to cut the rate 
to meet R. C. A. competition? A. Are you talking about 
Norwav now, because there are several differences. 

Q. Where there are any differences? A. In Norway, as 
I stated, we cut our rate about four vears—no, about three 
years after the R. C. A. rate from Norway. 

Q. And that is a long time in the telegraph business, isn’t 
it? A. Yes, sir, substantially long. 

Q. Now, you have spoken of your negotiations with West- 
inghouse. Reducing it to simple language, is it not the fact 
that Westinghouse was considering a deal with two dif¬ 
ferent parties, and chose the other? A. No, sir, I don’t 
think they were considering making a deal with anyone 
other than the Commercial Cable Company at the time they 
made the proposition to us. 

Q. They had two offers, and chose one company, and not 
the Mackav Company; isn’t that about the size of it? A. I 
don’t think they had any offer at the time they were 

765 discussing the matter with us. 

Q. But in the final analysis, that is what happened, 
isn’t it? A. I think what happened, that is, in the course of 
the discussions— 



I 
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Q. Isn’t that what it really was ? A. In the course of the 
discussions I think that what happened is thaf they had a 
proposition from the R. C. A. which was prbbably more 
attractive to them than they would have receiyed from the 
Commercial Cable Company. 


Q. And that is all there is to that. A. Probably. 

Q. Now, you have said that you‘had a contract in 1921 


with Telefunken in Germany. You have testified, have you 


not, that R. C. A. agreed to the extension of thb radio rights 


of Mackay in this country, so that Mackay could have estab¬ 
lished a radio station here for communicatioiis here with 


Germany, had it so desired? A. I think that is right. But I 
think it was only after they found out they couldn’t do 
anything else. What they tried to do in the fifst place was 
to get the Germans to admit the contract they had pre¬ 
viously made with the Radio Communications Company 
was no longer alive. j 

Q. And R. C. A. did not at any time abandon that con¬ 
tention, did it? A. Well, I don’t know whether you would 
call it abandoning their contention after they agreed with 
the Postal Telegraph Company under fhe contract, 
766 under which the Postal Telegraph Confpany was to 
pick up and deliver all their messages tb the United 
States. 

Q. Wliat I mean is that the R. C. A. never did abandon 
its contention as to its legal rights, as you have stated its 
original contention to be under the contract? A. I am not 
sure. ! 

I • 

Q. You are not sure? A. As I say, I think perhaps they 
did. | 

Q. You don’t give R. C. A. any credit at all for acquiesc¬ 
ing in the extension by Telefunken of the time for which the 
licenses to Mackay or the patent rights of Mackay might 
run? A. Well, they got a very valuable consideration for 
that. 

Q. You mean this Postal contract. A. Ye^, sir. 

Q. Do you call that a valuable consideration? A. I think 
evervbodv considered it such at the time. 

Q. Do you think it worked out that way from R. C. A.’s 
standpoint? A. Well, you had better ask Mr. Winterbottom 
that question. 

Q. Now, Mr. Goldhammer, you have testified about the 
traffic situation in France. Isn’t it a fact that the radio 
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business from France to the United States is only routed 
radio business, and that the French post office turns over to 
the French Cable Company all unrouted business? A. It 
was my understanding that under normal conditions 

767 the unrouted traffic filed at the French Government 
telegraph offices is turned over to the P. Q. 

Q. That is the French Cable Company? A. Yes, that is 
the French Cable Company. But, now, the French Cable 
Company and the Radio France are all being operated from 
one operating department in Paris, and I have understood 
that if the French Cable Company is unable to carry that 
traffic that it is carried bv the Radio of France. 

Q. Haven’t you inadvertently given the impression in 
that last statement that R. C. A. is operating in Paris, 
when you know that it is not? A. No, I did not mean R. C. 
A. I meant the Radio of France. 

Q. I thought you gave it simply inadvertently. A. No, I 
did not mean R. C. A. 

Q. Now, when R. C. A. entered into a contract with Brit¬ 
ish Marconi, the British Marconi was competing with the 
cables, wasn’t it? A. Yes, sir. 

Q. And the British Marconi-R. C. A. Radio circuit was 
in the keenest competition with Commercial Cable and 
Western Union Cables; is not that true? A. I think that is 
true, yes, sir. 

Q. And the only business which R. C. A. got from Great 
Britain was the business which the British Marconi de¬ 
veloped, and which was routed over the British Marconi? 
A. That is right. 

Q. You have compared traffic figures for 1926 and 1934. 
Didn’t everybody have a lot more business in 1926 

768 than in 1934? A. There is no doubt about that. 

Q. Then the comparison of figures for those two 
years is not a true comparison or reflection of the com¬ 
petitive situation, is it? A. Well, I was only trying to show 
to what extent our business—you are referring to Norway 
now, the Norwegian figures? 

Q. I am talking about all business. A. Well, I think that 
my reference to that was in connection with the Norway 
circuits, and I was trying to show the extent to which our 
business was affected, even though we met the R. C. A. rate 
in 1927 to Norway, and in 1924 from Norway, and there was 
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practically no improvement, although the business did in¬ 
crease, the general business. I beg your pardon. There was 
some slight improvement in the years 1928 and 1929, but 
after that the business started to slip again. 

Q. Everybody’s business slipped, didn’t it? A. Yes, but 
not to the same extent that ours did. 

Q. But you do know, don’t you, that R. C. A. is not getting 
as much business from Norway as it did in | 1926? A. I 
don’t, but I would assume that is so. 

Q. You would assume that is so? A. Yes, sir, I assume 

so. | 

Q. Then a comparison of traffic figures for the years 1926 
and 1934 reflected many things besides the competitive sit¬ 
uation, did it not? A. Well, I think, Mr] Wozencraft, 

769 that the best way to prove my contention is for the 
R. C. A. to also submit their figures for the years 

I mentioned. 

Q. We expect to do so. A. Yes, sir. 

Q. Now, the 1919 traffic you have spoken of, that was a 
war peak, wasn’t it? A. Yes, sir. j 

Q. And the years that immediately followed it were very 
rich ones for those who were so fortunate as fo be engaged 
in the international telegraph business at that time, is that 
right? A. The years following it, you say? j 
Q. The year 1919, and the two or three years which fol¬ 
lowed 1919. A. Oh, the two or three years? ! Yes, I think 
that is so. 

Q. During the war period, you were connected with the 
All-American Cables, weren’t you? A. In 19i9? 

Q. In 1919. A. Well, we did have some Arrangements, 
but we had no contract with them at that time. 

i 

Q. Don’t you know as a matter of fact that the cables 
were so routed during the war that the All American Cables 
for the first time put in a triple urgent rate, and that prac¬ 
tically all business between the United States and South 
America was handled by them on that basis? A. 

770 That I don’t know. j 

Q. You don’t know that? A. No. 

Q. You have said that you were so anxious for Mackay 
Radio to get into Norway that you are willing to compensate 
the Great Northern for the portion of business not handled 
over Great Northern, which under your contract you would 


i 
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have to handle over Great Northern to the extent of 16% 
gold centimes per word, have you not? A. On half of the 
business. 

Q. For how many years to come is that? A. Well, I 
don’t know. The contract is practically now on a day by 
day basis. 

Q. So Mackay Radio will be paying out to Norway more 
than Norway now gets on messages from the United States 
via Commercial Cable, and in addition to that, Commercial 
Cable will be compensating Great Northern at the rate you 
have stated, on 50 per cent of the business handled over 
Mackay Radio to Norway; isn’t that true? A. No, not if I 
understand you correctly, it isn’t true, because the Great 
Northern Telegraph Company’s proportion of the rate via 
cable between London is 16% centimes. The balance of the 
43% centimes, I think it is, that we have to pay out on Nor¬ 
wegian traffic accrues to both the British and the Norwe¬ 
gian Governments. 

I am not clear exactly how that difference between 16% 
centimes and the 43% centimes is divided between Norway 
and Great Britain, but I assume that Norway in ad- 
771 dition to its terminal tax of 15 centimes gets a pro¬ 
portion of the rate for the cable transmission, the 
complete cable transmission. 

Q. I won’t burden you with the details. Isn’t it the 
simple fact that in addition to dividing the radio toll with 
Norwey in the manner provided in your contract that an 
associated company of the International System will pay to 
the Great Northern, or some other foreign company or sta¬ 
tion, an additional amount on the portion of the traffic, 
which will be handled from the United States to Norway 
over the proposed Mackay circuit, if it is established? A. 
If it is necessary to do that. 

By Mr. Kern: 

Q. By your contract? A. Yes, sir. Do I understand you 
correctly? Were you talking about the cable traffic only, 
or traffic that is handled via Mackay Radio ? 

By Mr. Wozencraft: 

Q. Well, traffic via Mackay Radio is supposed to be the 
normal route for International traffic, isn’t it? A. Right. 



I 
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Q. Then won’t all traffic unless specially pouted go via 
Mackay Radio, all traffic of the International system? A. 
That is the idea, unless otherwise routed. 

Q. And on some of this traffic, the payment to foreign 
countries, or Administrations, other than Norway 

772 will be made; is that correct? A. Right. 

Q. Is that being done now in the case of the traffic 
handled via Mackay Radio to Denmark? A. Y|es, it is. 

Q. You have spoken of the habit of customers to use the 
same system in addressing messages to a country that they 
receive messages from a country, have you aot? A. Yes, 
sir. | 

Q. In view of that custom, how is it that! Commercial 
Cable is able to develop so much more eastwjard business 
to Norway than it gets westward from Norway? A. Well, 
I thought I explained that in my statement. Ih Norway, of 
course, we have no offices, and we have to rely on all mes¬ 
sages being filed at government offices; whpreas in the 
United States we have all the Postal Telegraph System to 
act as pick-up agents for the Commercial Cable Company, 
and so we have not lost our eastward business in the same 
proportion as we have in the westward direction. 

Q. You have spoken of the obstacles which you have met 
in the form of competition. Do you know of ^ny company 
that has ever built up its business without obstacles from its 
competitors? A. No, I do not I appreciatejthat, partic¬ 
ularly in the present situation. j 

Q. Now, you have talked about the interests! of the Mac¬ 
kay Company in a radio circuit to Germany in |1921. There 
was not a cable to Germany then, was there, imme- 

773 diately following the war? A. No, not at that time. 

Q. And the next time, according to your state¬ 
ments, Mackay evidenced any particular interest in radio 
was in 1927 ? j 

Mr. Kern: That is not the testimony. 

Mr. Wozencraft: If that is not the testimony, I am sorry. 

I 

By Mr. Wozencraft: j 

Q. Won’t you state what the fact is concernihg that? A. 
No; I said we made efforts. We looked into various possi¬ 
bilities of establishing radio from 1921 to 1927, when we 
finally concluded arrangements with the Federal Telegraph 
Company. j 


i 
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Q. Now, even after you bought the Federal Tele- 

774 graph Company the International System looked 
upon radio more as a stand-by service than as a com¬ 
petition to wire communications, did it not? A. No, I 
wouldn’t say that. 

Q. Were the S-6 hearings before or after the purchase of 
the Federal Radio by I. T. and T.? A. S-6? I don’t know 
what they are. 

Q. Were the S-6 hearings before or after the purchase of 
the Federal by I. T. and T.? A. I don’t know what the S-6 
is, to be frank with you. 

Mr. Kern: He means the Senate Committee hearings on 
the Couzens Bill. 

The Chairman: The Couzens Bill was in 1929, I think. 

The Witness: 1929? No, that would be after, if it was 
1929. 

Mr. Wozencraft: S-6 was in 1929. 

Bv Mr. Kimball: 

Q. In other words, the hearing was after? A. It was 
after the International took over the properties of the Mac- 
kay Companies. 

The Chairman: Just a moment. Suppose we get the rec¬ 
ord straight on that. Mr. Stone testified as to that, and I 
think he ought to be in a position to tell us about it. 

Mr. Stone: The question put by Mr. Wozencraft was: 
“Was the hearing before the acquisition of Federal?”. It 
was before the acquisition of Federal. It was after the 
acquisition of the communication properties of Federal. 

Mr. Wozencraft: Thank you very much. 

775 By Mr. Wozencraft: 

Q. I read from the statement of Colonel Behn, president, 
I believe, of the I. T. and T., before the Interstate Com¬ 
merce Committee of the Senate during hearings on S-6, 
page 1032: 

“We will have a very complete communication service to 
South America, both wire, wireless and cable, and the pick¬ 
up and delivery which results from having these associated 
companies. 

“ As an immediate development we plan to lay a new tele¬ 
phone and telegraph cable, because we look upon radio in 
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the telephone field, and to a certain extent in the telegraph 
field, as a sort of scout going out creating roads of com¬ 
munication, but when the volume is there and We can reach 
the two points directly, it is admitted today by the best 
minds that the cable is the one that responds the better to 
the service. That is particularly true between England and 


the United States, and between other points. 


It is not so 


when you have to pass through telegraph services, such as 
to Poland.” | 


From page 1033 I read: 


4 ‘We come to Santos and to Rio de Janeiro. The danger 


there is the trans-Andean passage. If anything happens, 
an earthquake, or our cables blow up, we do not have any¬ 


thing to tie in. Now our radio is supplementary, as we see 


it. In case of accident or danger we do not need to depend 
on the cables. And we will have that in two years.” 

That, of course, is subject to correction. I do not 
776 think there is any correction. 

Is that a statement of a man who is interested in 

i 

radio as a competitor to wire lines? A. Well, | don’t know 
what Colonel Behn’s idea was at that time, but a man can 
change his ideas between 1929 and 1935. An4, besides, at 
the time that you are talking about we had visions of sub¬ 
marine cables that ranged in speed from 7,000 all the way 
to 120,000 letters a minute, which unfortunately for the 
cable companies never developed. 

Q. When did you lay your last Atlantic catile? A. Our 
last Atlantic cable was laid in 1926, I believe that was the 
year. 

Q. Do you think it was 1926? A. 1926, yes, $ir. 

Q. You don’t think it was 1928? A. No. I yuuld like to 
confirm that, but I think 1926 is right. • 

Q. Now, the Mackay appearance states that ^he Commer¬ 
cial Cable Company is operated at a severe disadvantage as 
to traffic between the United States and Norway because of 
the present situation. Do you think the Commercial Cable 


Company is in any jeopardy from R. C. A. C. Competition? 
A. I would say yes, over a period of years. 

Q. You know, do you not, that for the first ten months of 
1935, according to the reports filed with the Federal Com¬ 
munications Commission, and omittting from the R. C. A. 
C. report to revenue from domestic telegram service that 
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the Commercial Cable Company revenue is $3,353,333.64, 
and that the R. C. A. international service is $3,- 

777 068,525.92? A. I don’t know that to be a fact, but 
I am willing to accept those figures. 

Q. I shall be very glad to have your financial people check 
them. The Commercial Cable Company is only one of the 
International System’s communication companies serving 
the United States, is it not? A. Yes. You are referring to 
the International System, and not the Mackay System? 

Q. I am talking about the International System now. 
They are all part of the same thing. A. No, they are not. 

Q. They are advertising as a system, are they not? A. 
Right. 

Q. On every window it is the International System. A. I 
mean there is a difference between the Mackay System and 
the International System. 

Q. I am talking about the International System. A. All 
right. 

Q. These are the figures which are given to me by our ac¬ 
counting department as being taken from the Federal Com¬ 
munications Commission records and subject to such a 
check as you care to make, and I ask you to accept them: 

Commercial Cable Company, and these are all for the first 
ten months of 1935, the figures which I have read— 

Mr. Kern (Interrupting): Are you testifying or asking 
a question? 

Mr. Wozencraft: I am stating a predicate to a question? 
By Mr. Wozencraft: 

Q. (Continuing) And it is all international traffic. 

778 All-America Cables $3,634,790.07; Commercial 
Pacific Cable, $813,108.60; Mackay of Delaware, 

$179,565.94; Mackay of California, $323,243.26, making a 
total of $8,304,041.51 of the International System, compared 
to $3,068,525.92 for R. C. A. international business. 

Now, Mr. Goldhammer, how badly has the International 
System been hurt by R. C. A. competition? A. Well, I 
don’t think that that is quite a fair question, Mr. Wozen¬ 
craft, because it is not what damage the R. C. A. has done 
to the Commercial Cable or perhaps to the All-America up 
to the present date, but you could not expect us to sit down 
quietly and allow the R. C. A. to strengthen its position in 
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various parts of the world without our making an effort to 
get into the picture and establish competition with the R. C. 
A. for our future protection, and also for the purpose of 
offering the public the same kind of a competitive service 

that you offer. j 

Q. Has the Commercial Cable Company's percentage of 
the total international telegraph business for your Ameri¬ 
can and other countries decreased in the last several years ? 
A. I don't think so, no. j 

Q. Do you think that the Commercial Cable's percentage 
of the total American telegraph business, including radio 
and cable, has increased in the last several }fears? A. I 
don't know that I can answer with regard to radio. I don't 
know what your traffic is. 

Q. Were you present at the Telegraph Division Order 
No. 12 hearings? A. No. 

779 By Mr. Kern: j 

Q. Part of the time? A. Was I? 

Q. Yes. A. Yes, I was here once. 

i 

• . i 

By Mr. Wozencraft: | 

I 

Q. I hand to you Graph No. 1, Commission’^ Exhibit No. 
37, Order No. 12 hearings, record page 6806, Cjiart entitled 
4 4 Copy of chart prepared by the Federal Conjimunications 
Commission," and introduced as an F. C. C. Exhibit in the 
record of the recently concluded hearings before the Tele¬ 
graph Division. 

Mr. Kern: Mr. Chairman, it would ill become me to make 
any objection to that, and therefore I offer no objection. 
Mr. Wozencraft: I will bet that is the only Reason. 

• I 

By Mr. Wozencraft: | 

Q. (Continuing) This chart was prepared b^ Mr. Wood¬ 
ward and introduced by him? A. Yes. j 

Q. I call your attention to the fact that Commercial Cable 
has a definitely higher percentage, about 1 pet cent higher 
percentage, in the year of 1934 of the total international 
telegraph business between the United States and foreign 
countries than it did have at the year of 1925. A. Does that 
include, or is that based also on All-America traffic being 

included ? 


i 
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Q. It is the basis which the Commission used, I do 

780 not know. A. I mean is this part of an aggregate of 
all of the other figures shown, the Western Union, the 

All-America, Commercial Cable, R. C. A. and Commercial 
Pacific? 

Q. And French Cable and Mackay Radio. A. Or is that 
Commercial Cable standing by itself? 

Q. That is the percentage of the total international tele¬ 
graph traffic handled by all these carriers which Commer¬ 
cial handled, as I understand the chart. It that correct, 
Mr. Woodward? 

Mr. Woodward: Yes. 

A. Based on this chart it would look as if any improve¬ 
ment in the Commercial Cable figures were obtained from 
the Western Union Company, because I see that the R. C. 
A. Communications figures show an increase from about 
12 to 13 per cent—I don’t know just what that is—to some¬ 
thing just under 20 per cent in that period. 

Q. And during this period the chart also shows, does it 
not, that during the year 1932 and the year 1933 the Com¬ 
mercial Cable traffic increased even a little more rapidly 
than did R. C. A. Communications traffic? A. Well, these 
figures don’t indicate that at all. 

Q. Here is your graph right here (indicating). A. You 
also said I could take these figures? 

Q. That is right. A. And those figures indicate that the 
Western Union Company’s percentage decreased from 
1930 from 33 per cent to 29.2 per cent in 1934. The R. C. A. 
increased. 

Q. I am talking about 1932 and 1933. That is the 

781 question I asked you. A. All right. In 1932 the R. 
C. A. increased from 17.5 to 17.8, and the Commer¬ 
cial increased from 19 to 20.1. 

Q. In other words, R. C. A. C. went up .3 of 1 per cent, 
and Commercial Cable went up 1.1 per cent? A. Yes. But 
I see that you selected two years that show up the advan¬ 
tage to the Commercial. 

Q. I am taking the last two years as being the closest to 
the present situation. A. Why don’t you take 1934 along 
with it? 

Q. Take anything you want to. A. Well, you increased 
from 17.5 to 19.2. 
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Q. R. C. A. C. increased from 1926 eleven per cent to 
1934, nineteen and two-tenths per cent, did it njot? A. Yes. 

Q. And Commercial Cable increased from 20.9 per cent 
to 21.8, did it not? A. Yes. j 

Q. So that certainly the R. C. A. competition has not de¬ 
creased the total percentage of international telegraph com¬ 
munications handled by Commercial Cable, has it? A. Well, 
I am not inclined to admit that from the overall picture 
that you show me there. But, even if your contention is cor¬ 
rect, what is happening at the present time isj not an indi¬ 
cation of what might happen in the future. 

Q. Oh, you are afraid of what might happen? A. I am 
not. I see what has happened there. 

Q. Is R. C. A. C.’s position now in the countries that it 
serves any better than it was in 1934? No better. 
782 We are trying to make our position better. 

Q. No; but R. C. A. C.’s position to get business 
away from you is not any better now than it was in 1934, 
is it? A. Not unless you take into consideration the cum¬ 
ulative effect of the R. C. A. position in the United States in 
developing eastbound business as a result of the large num¬ 
ber of deliveries they are able to make from thqse particular 
countries where they offer a radio service exclusively. 

Q. They have been making those deliveries for more 
than a decade, haven’t they? A. Yes. But there is a cum¬ 
ulative effect in favor of radio. 


Q. But the cumulative effect did not work as 
Commercial Cable Company, about which you 


between the 
are so much 


afraid, and R. C. A. Communications in 1933 Pnd 1934, did 
it? A. Well, if you just pick out those two isolated years, 


perhaps— 


Q. (Interrupting) Those are the last two years. A. I 
know, but vou must admit what I stated here is a correct 
statement of fact, that in countries like Norway and Sweden 
and Poland our business has practically disappeared, and 


we believe that that same result will happen ip other coun¬ 


tries as time goes on where the R. C. A. are npw offering a 
radio service, an exclusive radio service. ! 

Q. Do you get any smaller portion of the bjusiness from 
Norway now than you did in 1934? That same situa- 
783 tion existed then, didn’t it? A. Yes, it pid, yes. 

Q. And yet in 1934 the Commercial Cable Com- 


i 
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panv graph went up at a very slightly faster rate than the 
R. C. A. graph? That is true from the Commission’s ex¬ 
hibit, isn’t it? A. For Norwegian traffic.? 

Q. No; all traffic. A. Perhaps that is true, yes. 

Q. And isn’t it frue that reducing these figures to a per¬ 
centage the International System companies will be found 
to handle approximately 51.6 per cent of the international 
telegraph traffic between the United States and foreign 
countries for the first 10 months of 1935? A. I don’t know. 

Q. I invite you to have your accountants make your 
computation. 

Now, Mr. Goldhammer, if that is true, these figures are 
true, if the International System is handling more than 50 
per cent of the total international telegraph business to and 
from the United States and foreign countries, how serious 
a threat is R. C. A. Communications to the International 
System, with its 19.2 per cent at the end of 1934? A. I 
think it is a very serious threat, looking into the future. 

Q. Do you know the relative total assets of I. T. and T. 
and R. C. A. as shown by the books ? A. Of I. T. and T. ? 

Q. Yes, of I. T. and T. A. No, sir, I do not. 

784 Q. Do you know the I. T. and T. assets shown by 
the last annual statement show approximately $585,- 
000,000, and that R. C. A. is something under $110,000,000? 
A. I don’t know that, no. 

Q. I invite you also to have your financial people check 
that statement. 

Now, you are a cable man of many years experience, and 
do you feel that this radio system after years of effort, 
which is still unable to develop as much international tele¬ 
graph business as the Commercial Cable alone, without 
taking into consideration the other members of the Interna¬ 
tional System family, do you feel it is a threat to the Inter¬ 
national System? A. I certainly do. 

Q. Have you any other reasons— A. I want to tell you 
as an official of the Commercial Cable Company that I be¬ 
lieve I have been one of the staunchest supporters of devel¬ 
oping radio service, not only the cable company itself, but 
in both radio and cables to the public, in order to protect 
ourselves against any future loss of business in countries 
where direct radio service is going to be supported by 
national governments and by national companies. 
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Q. The 1934 International Telephone and Telegraph Cor¬ 
poration report to its stockholders shows that included in 
the 22.13 per cent of the investment of I. T. dud T. in the 
United States is included its investments in cable com¬ 
panies. I hand you the report and invitd your atten- 
785 tion to the statement which I have read on page 15. 
A. This one here (indicating)? j 

Q. This one right here. (Indicating) This i$ the prelim¬ 
inary statement. A. Yes. i 

Q. What proportion of this 22.12 per cent pf I. T. and 
T. American assets are represented by cable company in¬ 
vestment, do you know? A. I haven’t the vaguest idea. 

Q. Would there be any reason why the cable company 
investment should be included in the portion <)f the invest¬ 
ments credited to the United States, instead of divided 
equally between the United States and the countries 
reached by the cables? A. I don’t know as t understood 
that. Will you repeat that? 

i 

(The pending question was read by the reporter.) 

i 

I 

A. I must be frank. I don’t understand th^t question at 
all, Mr. Wozencraft. Do you mean that the so-called invest¬ 
ments in the United States should be separated so as to 
show what the investments in cable properties are in Euro¬ 
pean countries ? ' 

Q. No. I am inviting your attention to the note which 
comes under the tabulation of the percentage of I. T. and 
T. investment in the different countries of the world. There 
is an asterisk before the words “United States,” and a 
footnote “Includes investments in cable companies.” I am 
asking if it would not be just as logical to credit half the 
investment in the Commercial Cable Company to the 
7S6 United States and half to Great Britain and other 
countries served by the Commercial Cable, for ex¬ 
ample, rather than lumping it all into the proportion of the 
investments in the United States? A. I don’t know. I 
mean that is purely, it seems to me, an accounting matter. I 
have not got any idea why it was done. 

Mr. W^ozencraft: I have other questions, Mr. Chairman, 
but before I go into a new line, do you want to adjourn 
now? 
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The Chairman: We shall recess until 10 o’clock tomor¬ 
row morning. 

(Whereupon, at 5 o’clock p. m., an adjournment was 
taken until tomorrow, Saturday, January 18, 1936, at 10 
o’clock a. m.) 

787 United States of America 

Federal Communications Commission 

I, T. J. Slowie, Secretary of the Federal Communications 
Commission and official custodian of its records, do hereby 
certify that the papers and evidence contained in the within 
volume, consisting of: 

Application of Mackav Radio and Telegraph Company 
for modification of radio station license, File Tl-MLH-286, 
call letters WIV; 

Application of Mackay Radio and Telegraph Company 
for modification of radio station license, File Tl-MLH-287, 
call letters WJH; 

Application of Mackay Radio and Telegraph Company 
for modification of radio station license, File Tl-MLH-288, 
call letters WIH; 

Minute of the Telegraph Division No. 265 of October 29, 
1935; 

Minute of the Telegraph Division No. 269 of November 
26, 1935; 

Notice of hearing upon applications of Mackay Radio and 
Telegraph Company; 

Appearance of Mackay Radio and Telegraph Company; 

Transcript of record Volumes 1 to 5 inclusive; 

are the originals or true copies of the records of the Federal 
Communications Commission in the matter of the applica¬ 
tions of Mackay Radio and Telegraph Company for modifi¬ 
cation of licenses to add Oslo, Norway, to points of com¬ 
munication. 

In witness whereof, I have hereunto subscribed my name 
and caused the seal of the Federal Communications Commis¬ 
sion to be affixed this 11th day of June, A. D. 1937, at Wash¬ 
ington, D. C. 


(Seal) 


T J SLOWIE 
Secretary. 















